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PREFACE

This publication is the twenty-second in a series produced by the AICPA through use of the
Institute’s National Automated Accounting Research System (NAARS). Earlier publications in
the series are listed on the inside cover of this publication.
The purpose of the series is to provide interested readers with examples and analyses of the
application of technical pronouncements. It is believed that those who are confronted with prob
lems in the application of pronouncements can benefit from seeing how others apply them in
practice.
It is the intention to publish periodically similar compilations of information of current inter
est dealing with aspects of financial reporting.
This compilation presents only a limited number of examples and is not intended to encom
pass all aspects of the application of the pronouncements covered in this survey. Individuals with
special application problems not illustrated in the survey may arrange for special computer
searches of the NAARS data banks by contacting the Institute.
The views expressed are solely those of the authors.
George Dick
Director, Technical Information Division
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I
SCOPE AND PURPOSE

INTRODUCTION

This book contains analyses and examples of disclosures that are required by FASB State
ment No. 36, Disclosure of Pension Information. Chapter 2 examines various types of pension
disclosures; Chapter 3 summarizes certain statistical relationships about pension disclosures; and
Chapter 4 presents examples of pension disclosures by companies in various industries.
The analyses and examples included in this book are based on the annual reports of more than
1,100 companies included in a data bank that was developed by the FASB. The reports are also
included in the NAARS data base of over 4000 companies.
PENSION DISCLOSURES

Beginning with calendar year 1980 annual reports, companies were required to disclose the
actuarial present value of vested and nonvested accumulated plan benefits and net assets available
for benefits. These disclosures were required by FASB Statement No. 36, Disclosure of Pension
Information. Statement 36 incorporates certain terms and concepts defined in FASB Statement
No. 35, Accounting and Reporting by Defined Benefit Pension Plans. Both Statements were
issued in 1980. Statement 36 also requires disclosure of the assumed rates of return used in
determining the actuarial present value of plan benefits. The new disclosures provide additional
information in place of the previously required disclosure of unfunded vested benefits.
Statement 36 is an interim measure. Because of frequent criticisms, the whole area of pension
accounting (including disclosure) by employers is being reconsidered in a major agenda project by
the FASB. The Board issued a Discussion Memorandum, Employers’ Accounting for Pensions
and Other Postemployment Benefits, in February 1981 and held public hearings in July 1981.
Pending completion of that project, the FASB expects that the new disclosures required by
Statement 36 should significantly improve the comparability of disclosures. Further, the cost of
complying with Statement 36 is minimized because the required information is the same as that
specified by Statement 35.
Statements No. 36 and excerpts from Statement No. 35 are in Appendix A and B respec
tively.
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THE FASB DATA BANK

The FASB data bank is the first of its kind. It contains data about pensions and changing
prices extracted from annual reports of more than 1,100 companies. It includes those companies
that are required to report inflation-adjusted data in accordance with FASB Statement 33, Fi
nancial Reporting and Changing Prices. The data bank is available for researchers and other
interested parties. The data bank is designed so that the pensions and changing prices data can be
used independently of each other, together, or in conjunction with historical cost-based data.
The purpose of the data bank is to encourage research to help assess the usefulness of
information about pensions and the effects of changing prices on business enterprises. In consider
ing ways to encourage research, the Board concluded that the availability of a data bank could be
effective because readily available data would reduce the cost of research and remove other
obstacles to undertaking research. In the past, the development of data banks of security prices
and of financial statement information has stimulated a generation of ground-breaking research in
finance and accounting. The information in the data bank may also be useful to investors and their
advisors who might wish to use the new information to devise investment strategies.
Further information about the purpose and development of the FASB data bank is in Appen
dix E.
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II
EXCERPTS OF DISCLOSURES

This chapter examines various types of pension disclosures and reviews how companies have
disclosed particular aspects of pension information.
ACCUMULATED PLAN BENEFITS AND NET ASSETS

For its defined benefit pension plans, an employer shall disclose for each complete set of
financial statements the following data determined in accordance with Statement 35 as of the most
recent benefit information date for which the data are available:
a. The actuarial present value of vested accumulated plan benefits,
b. The actuarial present value of nonvested accumulated plan benefits,
c. The plans’ net assets available for benefits. . . .
The actuarial present value of accumulated plan benefits* should be more useful than the
information it replaces for several reasons. The previously required disclosure of “unfunded
vested benefits” under APB Opinion No. 8, Accounting for the Cost of Pension Plans, and the
SEC Regulation S-X disclosure of “unfunded prior service cost” were of limited usefulness be
cause both were net amounts. Hence, it was impossible to determine whether a given difference
represented a small spread between two large numbers or a large spread between two small
numbers. In addition, the amount of prior service cost could vary considerably or be nonexistent,
depending on the actuarial cost method used, without any differences in other facts or circum
stances. Finally, since neither the SEC nor the APB specified the basis that should be used for
valuing pension plan assets, the “unfunded” prior service cost and the “unfunded” vested benefits
could also vary depending on which of various available asset valuation methods was used. In
contrast, Statement 36 requires disclosure of the gross amount of vested and nonvested accumu
lated plan benefits and of assets available for benefits. A single method is specified for computa
tion of accumulated plan benefits and for valuation of assets to provide comparability.
The following disclosure excerpts are typical of those contains in 1980 annual reports.
*Actuarial present value of accumulated plan benefits is defined by the FASB as the amount, as of a
benefit information date, that results from applying actuarial assumptions to the benefit amounts determined
according to Statement 35 (that is, the accumulated plan benefits), with the actuarial assumptions being used
to adjust those amounts to reflect the time value of money (through discounts for interest) and the probabil
ity of payment (by means of decrements such as for death, disability, withdrawal, or retirement) between the
benefit information date and the expected date of payment.
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TH E PILLSBURY COMPANY
Notes to Financial Statements
13. Retirement Plans:
••••

The accumulated plan benefits and net assets for all retirement plans are:

Actuarial present value of accumulated plan benefits:
Vested.........................................................................
Nonvested...................................................................
Net assets available for benefits.

May 31
1980_________1979
(In millions)
$122.8
13.1
$135.9
$144.5

$128.7
24.0
$152.7
$130.7

••••

CBS INC.
Notes to Financial Statements
11. Pension Plans
••••

A comparison of accumulated plan benefits and net assets available for the Company’s domestic
defined benefit plans is presented below:
January 1
1980
1979
1978
(Dollars in thousands)
Actuarial present value of accumulated plan benefits:
$113,951
$135,621
Vested ........................................................................... $129,136
12,892
21,759
13,471
Nonvested ....................................................................
$126,843
$157,380
Total .............................................................................. $142,607
$194,174
$167,184
Net assets available for benefits..................................... $234,796
••••
NABISCO INC.
Notes to Financial Statements
Retirement Plans

••••
A comparison of accumulated plan benefits and plan net assets at the most recent actuarial
valuation date for the Company’s principal domestic defined benefit pension plans is presented below:
April 30
1980
(In thousands)
Actuarial present value of accumulated plan benefits:
$237,700
Vested
4,500
Non-vested
$242,200
Total
$184,600
Net assets available for benefits
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Critics of Statement 36 have suggested that comparing accumulated plan benefits to plan
assets is not the best way to evaluate the extent to which a company’s pension obligation is
funded. The critics do not necessarily agree, however, on which of the alternative measures of the
obligation should be used.
American Telephone and Telegraph Company took the unusual step of including criticism of
the Statement 36 approach in the company’s 1980 footnote disclosures.
AMERICAN TELEPHONE AND TELEGRAPH COMPANY
Notes to Financial Statements
(C) Provision for Pensions and Death Benefits—
••••
The Company believes that misleading inferences concerning the plans’ funding status may result
from a comparison of the actuarial present value of accumulated plan benefits with the fair value of net
assets available for plan benefits. This is because plan assets have been accumulated by making
contributions equal to current year costs determined on a going concern basis as required by ERISA
while the determination of the actuarial present value of accumulated plan benefits required by
Statement No. 36 is made using methods and assumptions which are not the same as those used to
determine current year pension costs. For example, the required method for determining the actua
rial present value of accumulated plan benefits fails to take into consideration future wage and salary
increases which have been taken into consideration by the Company and its consolidated subsidiaries
in determining plan costs. Furthermore, the fair value of net assets available for plan benefits will
fluctuate which may create erroneous impressions with respect to long term progress on funding the
pension plans.
••••

As American Telephone and Telegraph Company notes, the Statement 36 disclosures provide
information about funding status—the relationship of plan assets to the obligation for promised
employee benefits. AT&T questions accumulated plan benefits as a basis for this information, but
does not specify an alternative approach. Other companies, several of which appear below, chose
to provide information based on alternative methods in addition to required disclosures.
Statement 36 specified a single method for computing accumulated plan benefits to provide
comparability. That method is based on service rendered and compensation earned to date, while
the alternative methods generally consider estimated future levels of compensation. Because of
other differences in the methods, however, meaningful comparisons between companies that
provided additional disclosures are difficult. The reader has no way of knowing which of the
several available alternatives was used.
Several examples of expanded disclosure of information about pension obligations are shown
below.
BUTLER MANUFACTURING COMPANY
Notes to Financial Statements
Retirement Plans

••••
Measurement of the plans’ ability to pay benefits is in accordance with recent pronouncements of
the Financial Accounting Standards Board, and compares the fair value of assets held with the present
value of benefits that have been earned based on services rendered and current salary levels. These
benefits expected to be paid, referred to as “accumulated benefits” (comprising both vested and
non-vested amounts), were determined at January 1, 1980, using a 9% discount rate for purposes of
comparing them with the fair value of assets held at that same date, as shown in Table C.
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TABLE C: RETIREMENT PLANS—ACCUMULATED BENEFITS

_____________________________________________________________________________1980
Net assets available for benefits, at estimated fair value................................................... $44,356,837
Actuarial present value of accumulated benefits:
Vested Benefits:
Participants receiving payments..................................................................................... $13,641,823
Other vested participants................................................................................................ 16,201,182
Non-Vested Benefits..................
2,808,669
$32,651,674
••••

The comparison in Table D shows the plans’ actuarial accrued liabilities based on the actuarial cost
method used to determine the Company’s annual pension expense, and differs from the measurement
of accumulated benefits by recognizing future salary increases on a graded scale and an investment
earnings rate of 6.0% and 5.5% for 1980 and 1979, respectively:
TABLE D: RETIREMENT PLANS—ACCRUED LIABILITIES
January 1, 1980 January 1, 1979
$43,783,443
$38,159,221
Plans net assets at actuarial value
$55,727,337
$52,416,429
Actuarial accrued liability.............
$11,943,894
$14,257,208
Unfunded accrued liability...........
ROHM AND HAAS COMPANY
Notes to Financial Statements
(8) Pension Plans
••••

Statement of Financial Accounting Standards No. 36, issued in May, 1980, requires the disclosure
of plan net assets available for benefits compared to the actuarial value of accumulated plan benefits,
using assumed rates of return, reflective of expected rates of return during the periods for which
payment of benefits is expected to be made, and consistent with returns realistically achievable based
on plan assets and plan investment policies. This disclosure thus compares, as of a specific date, the
current value of fund assets versus the value of anticipated future payments to employees by the plan
for employee services provided prior to this specific date. Under such guidelines, the following is
presented as of December 31, 1979.
Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Total
Net assets available for benefits atmarket value
Weighted average assumed rate of return used in determining
the actuarial present valueof plan benefits

(thousands of dollars)
.

$251,200
2,200
$253,400
$283,200
7.75%

Actuarial assumptions for funding purposes differ from the above SFAS No. 36 disclosures.
Funding actuarial valuations are based on the entry age normal method. Principal actuarial assump
tions are a 7% investment return, a 6% wage and salary increase annually, and an average retirement
age of 62. The wage and salary assumption was increased in 1979 from 5¼% in 1978. This change in
actuarial assumptions increased total U.S. 1979 pension expense by $2,000,000. Unrealized market
value gains and losses on the equity portion of the company’s pension fund are averaged over five
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years for actuarial purposes. Unfunded liabilities are amortized over periods ranging from 15 to 40
years. The plan benefits and unfunded vested benefits are estimated for the year 1980, and the 1979
figure has been revised to reflect final actuarial calculations.
1980
1979
1978
(thousands of dollars)
Plan assets
Market value
$357,700
$283,200
$232,600
Actuarial value
307,100
263,000
226,100
Plan benefits
Vested
306,300
275,300
250,600
Nonvested
1,800
1,300
1,400
Unfunded vested benefits
—
12,300
24,500
USLIFE CORPORATION
Notes to Financial Statements
Note 5. Retirement Plan
••••

As of January 1, 1980, the most recent plan valuation date, the actuarial present values of
accumulated plan benefits were $16.3 million and $1.0 million for vested benefits and non-vested
benefits, respectively, while the plan had $25.8 million net assets available for benefits at estimated
fair market value. The aforementioned actuarial present values have been computed in accordance
with recent pronouncements of the Financial Accounting Standards Board and are based upon current
salary levels and a 7% assumed discount rate.
Under an alternative method of calculation, which is similar to the above method but recognizes
that plan benefits are based upon final five year average compensation by providing for estimated
future salary increases, the aforementioned actuarial present values totalled $24.4 million.
E.I. DU PONT DE NEMOURS & COMPANY
Notes to Financial Statements
16. Pensions
••••

Benefit and asset information for the pension plans of the Company and its consolidated sub
sidiaries on the basis required by Statement of Financial Accounting Standards No. 36 is shown below:
______December 31_______
1980
1979
Actuarial present value of
accumulated plan benefits*
Vested................................................................................................. $3,878
$3,804
Nonvested...........................................................................................
71
68
$3,949
$3,872
Net assets available for benefits
(at market value)**................................................................................. $5,537
$4,286
*The assumed rates of future earnings used to determine the actuarial present value of accumu
lated plan benefits are those published by the Pension Benefit Guaranty Corporation. The average of
such rates was 8.6 percent for 1980 and 7.9 percent for 1979.
**Assets at year end include contributions receivable of $360 and $371 at December 31, 1980, and
1979, respectively.
The foregoing data measure accumulated plan benefits based on pay and service to date. Most
actuarial cost methods also provide for the calculation of such values on a basis which recognizes
projected future pay increases. For plans which define benefits in relation to pay in the final years of
employment, such projected pay increases can have a material impact on the amount of ultimate plan
benefits, a portion of which is properly attributable to past service. Recognition of the impact of
projected pay increases would increase the present value of accumulated plan benefits shown above by
about $1,700 and $1,500 at December 31, 1980, and 1979, respectively.
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A few companies explained the relationship between the benefit and asset information they
reported for their plans. The first excerpt below is from a company whose net assets exceeded
accumulated plan benefits; the second excerpt is from a company in which the reverse was true.
JOHNSON & JOHNSON
Notes to Financial Statements
Note 9. Retirement and Pension Plans

••••
A comparison of accumulated plan benefits and plan net assets for the Company’s domestic
defined benefit pension plans is presented below:
Actuarial present value of accumulated plan benefits
(Dollars in Millions)
Vested
Nonvested
Total
Net assets available for benefits

January 1, 1980
$208.2
19.0
$227.2
$257.7

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits is 6.5%. The excess of assets over the present value of accumulated benefits
is not the result of the plans being funded on an overly conservative basis. Rather, the Company’s
objective in funding its pension plans is to accumulate funds sufficient to provide for all accrued
pension benefits and to maintain a relatively stable contribution level in the future. Company contri
butions are based on a projected benefit actuarial cost method which recognizes future benefit increases
expected to result from future increases in members’ salaries. In accordance with Statement of
Financial Accounting Standard No. 35, the present value of accumulated benefits does not reflect
these future increases.
• • • •

CYCLOPS CORPORATION
Notes to Financial Statements
Note 9—Pensions

••••
A comparison of accumulated plan benefits and plan net assets for the Company’s defined benefit
plans is presented below:
January 1, 1980
Dollars in Thousands
Actuarial present value of accumulated plan benefits:
$220,490
Vested
9,985
Nonvested
$230,475
$140,359
Net assets available for benefits
Net assets available for benefits at December 31, 1980, increased from the balance reported above
by $14,048,000. The increase represents accrued 1980 pension expense related to amortization of past
service liabilities existing at January 1, 1980.
The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 9.5% in 1980.
A point in time comparison of the estimated present value of benefits to the market value of assets
held is only one indication of the pension plan’s ability to pay benefits when due. The benefit informa
tion is based on estimated conditions over many future years, while the asset information relates to
assets existing and market values prevailing at a specific moment. Actual funding of the Company’s
pension plans considers certain other assumptions regarding future wage, salary and benefit increases
which are not considered in valuing accumulated plan benefits. The plans’ long range ability to pay
benefits depends on the future financial health of the Company.
8

INTEREST RATE

For its defined benefit pension plans, an employer shall disclose for each complete set of
financial statements the following data determined in accordance with Statement 35 as of the most
recent benefit information date for which the data are available:
The assumed rates of return used in determining the actuarial present values of vested and
nonvested accumulated plan benefits.
Disclosure of the “assumed rates of return,” often simply called the “interest rate” or the
“discount rate,” was not required under APB Opinion 8. Statement 36 requires this disclosure
because the interest rate used is the most significant of the assumptions involved in computing the
actuarial present value of accumulated plan benefits. The present value of accumulated plan
benefits is extremely sensitive to the interest rate assumption because of the long interval be
tween the time an employee earns a unit of benefit, say at age 25, and the time the employee
receives the benefit, after retirement. The impact of the interest rate assumption over a time span
that may be 50 years or more can be illustrated by the fact that the present value of a single
benefit payment of $1,000 due in 50 years is $140.71 at 4 percent interest but only $3.46 at 12
percent.
For a given set of circumstances, the lower the assumed interest rate the greater will be the
computed actuarial present value of accumulated benefits. The excerpts shown above include
disclosure of interest rate information.
Statement 35 encourages disclosure of the sensitivity of the computation of accumulated
benefits to changes in the interest rate as follows:
Numerous assumptions are used in determining the benefit information. A given percent
age variation in certain of those assumptions may be expected to result in a greater percent
age variation in the actuarial present value of accumulated plan benefits than would the same
variation in other assumptions (that is, the benefit information is more sensitive with respect
to certain assumptions than to others). The Board believes that users of financial statements
should be aware of the degree to which financial information is affected by estimates and
judgment. Accordingly, the Board believes that the usefulness of plan financial statements
would be enhanced by disclosure of the estimated effect on the benefit information, or on the
difference between the net asset information and the benefit information, of a given variation
in the assumptions to which that information is most sensitive. Examples of such assump
tions are assumed rates of return and, for plans that provide automatic cost-of-living adjust
ments, assumed inflation rates. However, the Board does not have sufficient information to
assess the cost/benefit implications of requiring that disclosure. Therefore, at this time it is
only encouraging plans to experiment with such disclosure.
Some companies responded to this encouragement by disclosing what accumulated plan bene
fits would have been had a different interest rate been used, as shown below.
INLAND STEEL COMPANY
Notes to Financial Statements
Note 7/Retirement Benefits

••••
The actuarial present value of accumulated plan benefits and net assets available for benefits as of
the latest actuarial benefit determination date follow:
January 1
Vested benefits
Non-vested benefits
Net assets available for benefits

1980
$695,148,000
$117,259,000
$645,000,000

1979
$760,854,000
$134,591,000
$527,500,000
9

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 7.5% in 1980 and 6% in 1979. These rates are the actuarial interest rate
assumptions used in those respective years to value the earnings growth of the trust assets. The rate
was increased in 1980 to take recognition in part of increased returns earned on the trust assets in
recent years. Had the 7.5% rate been used in 1979, the present value of the vested and non-vested
benefits would have been $639,890,000 and $112,342,000 respectively. If an annual rate of return of
9.9% were assumed, trust assets would equal the accumulated plan benefits at January 1, 1980.
••••

BETHLEHEM STEEL CORPORATION
Notes to Financial Statements
K. Pensions
••••

Statement of Financial Accounting Standards No. 35, “Accounting and Reporting by Defined
Benefit Pension Plans”, established, in 1980, standards to be used in computing the actuarial present
value of accumulated plan benefits for purposes of public disclosure. One of these standards involves
the use of actuarial assumptions that are significantly different than those that Bethlehem has been
using for pension accounting, funding and disclosure purposes. The primary difference lies in the
selection of a market related assumed rate of return for discounting accumulated pension benefits. In
accordance with the Statement’s criteria, Bethlehem, in conjunction with its independent actuaries,
has determined that a rate of 10% is appropriate.
Using the 10% assumption, the actuarial present value of accumulated plan benefits at January 1,
1980, was $2,455.2 million of which $2,373 million represented vested benefits. Based on the 7%
assumption that Bethlehem has used in the recent past for accounting, funding and disclosure pur
poses, the actuarial present value of accumulated plan benefits at January 1, 1980, was $3,168 million
of which $3,039 million represented vested benefits.
••••

Net assets available for benefits, at approximate market value on January 1, 1980, were $1,952.8
million, which included pension accruals included in the long-term liability for closedown costs.
••••

The disclosure by Bethlehem Steel Corporation provides a direct comparison of the impact of
different interest rates on the actuarial present value of accumulated plan benefits. The compari
son may be summarized in tabular form as follows:
Actuarial Present
Net Assets
Value of Accumu
($1,952.8 million)
as % of Accumulated
lated Plan Benefits
Interest Kate
Plan Benefits
(in millions)
Assumption
7%
$3,168.0
61.6%
10%
2,455.2
79.5%
Difference
3%
$ 712.8
17.9%
Selecting an interest rate is a matter of judgment; various factors must be considered.
Statement 35 provided the following discussion of determination of interest rates to be used in
computing the present value of accumulated plan benefits:
The determination of assumed rates of return for most plans is, to a significant degree, a
matter of judgment. Thus, various factors should be considered in estimating rates of return
to be used in determining the actuarial present value of accumulated plan benefits. Among
them are (a) rates of return expected from investments currently held or available in the
marketplace, (b) rates of return expected from the reinvestment of actual returns from those
investments, and (c) the investment policy of the plan, including the diversity of investments
currently held and expected to be held in the future.
10

Accordingly, accumulated plan benefits will generally not be discounted solely at rates of
return expected on existing investments, and changes in assumed rates of return will proba
bly not equal the change during the reporting period in either short-term or long-term
interest rates. However, to the extent that assumed rates of return are affected by the rates
of return expected from existing investments, this Statement requires that those expected
rates be based on the values presented for those investments in the plan's financial
statements. Further, the assumed rates of return at which accumulated plan benefits are
discounted should be reconsidered in light of changes in the fair values of investments be
tween one period and another.
Inland Steel Company and Bethlehem Steel Corporation used interest rates of 8.5 and 10
percent in making the actuarial present value calculation for 1980. Among the 1980 annual reports
reviewed, a majority of rates clustered within the 6 to 9 percent range, but the extremes were
even broader, ranging from less than 5 percent to over 12 percent. Although disclosure of the
rates used in calculating vested and nonvested benefits is helpful in assessing those amounts,
information about the sensitivity of the interest rates (and perhaps other assumptions) used in
calculating those figures might further enhance understanding of the data.
MULTIEMPLOYER PLANS

Statement No. 36 indicates that disclosures set forth shall be made in financial statements or
the notes thereto of the nature and effect of significant matters affecting comparability for all
periods presented, such as changes in accounting methods (actuarial cost method, amortization of
past and prior service cost, treatment of actuarial gains and losses, etc.), changes in circumstances
(actuarial assumptions, etc.), or adoption or amendment of a plan.
A multiemployer plan is a pension plan that is maintained jointly by two or more unrelated
employers, usually pursuant to collective-bargaining agreements. Multiemployer plans present
some uniquely interesting accounting problems.
Prior to 1980, most multiemployer plans were accounted for as “defined contribution” plans,
even though many provide defined benefits to beneficiaries. When a plan provides both defined
benefits and defined contributions, as many multiemployer plans do, Opinion 8 (paragraph 39)
requires analysis of the substance of the plan.
Late in 1980, a significant new law affecting multiemployer pension plans was passed. The
Multiemployer Pension Plan Amendments Act of 1980 (“the Act”) establishes new funding re
quirements and obligations for employers that participate in multiemployer pension plans that are
subject to the Act. One effect of the Act is to obligate a participating employer who withdraws
from a multiemployer plan for a portion of the plan’s unfunded vested benefits. The Act also
imposes obligations on participating employers when a plan terminates.
The accounting implications of the Act are discussed in FASB Technical Bulletin 81-3 (in
Appendix C to this survey), issued in February 1981. It states that paragraph 7(d) of Statement
36 requires disclosure of the nature and effect of the new funding requirements and obligations for
employers that participate in multiemployer pension plans subject to the Act.
Most companies that participated in multiemployer pension plans limited 1980 disclosures to
contributions to or participation in multiemployer plans, as shown below. Some noted that it was
not possible to determine the impact of the new law on disclosures in 1980 reports.
KING’S DEPARTMENT STORES INC.
Notes to Financial Statements
7. Retirement and Employee Thrift Plan

••••

CK makes contributions along with many other employers to the International Ladies Garment
Workers’ Union National Retirement Fund, a multi-employer plan. The Employee Retirement In11

come Securities Act of 1974, as amended by the Multi-Employers Pension Plan Amendment Act of
1980, imposes certain liabilities upon employers who are contributors to multi-employer plans in the
event of such employers’withdrawal from such a plan or upon a termination of such a plan. The share
of the plan’s unfunded vested liabilities allocable to the Company, and for which it may be contingently
liable, is not ascertainable at this time.
••••
LUCKY STORES, INC.
Financial Review
Employee Benefit Plans

••••
The cost for employees covered by multiemployer plans was $40.2 million in 1980, $32.1 million in
1979 and $27.8 million in 1978. Accumulated benefits and net asset information comparable to that
shown above for Company plans is not now available for the Company’s employees covered by the
multi-employer plans.
••••
STONE CONTAINER CORPORATION
Notes to Financial Statements
Pension Plans:
The Company and its subsidiaries have non-contributory pension plans for the benefit of substan
tially all salaried employees. In addition, there are plans for hourly employees, most of which are
administered by various unions. Amounts charged to income for contributions to pension plans during
1980, 1979 and 1978 amounted to $1,912,000, $2,029,000 and $2,144,000, respectively.
••••
The Company’s relative asset/benefit positions in the various multi-employer defined benefit
pension plans for various groups of hourly employees are not determinable, but are not considered to
be significant.

Some companies gave a brief discussion of the Act. Excerpts are as follows:
NATIONAL TEA COMPANY
Notes to Financial Statements
6. Pension Plans

••••
For union-sponsored, multiemployer plans, contributions are made in accordance with negotiated
labor contracts. The passage of the Multiemployer Pension Plan Amendments Act of 1980 (the “Act”)
may, under certain circumstances, cause the Company to become subject to liabilities in excess of
contributions made under collective bargaining agreements. Generally, liabilities are contingent upon
the termination, withdrawal or partial withdrawal from the plans. The Company has not undertaken
to terminate, withdraw or partially withdraw from any of these plans. Under the Act, liabilities would
be based upon the Company’s proportional share of each plan’s unfunded vested benefits. The Com
pany has not received information from the plans’ administrators to determine its share of unfunded
vested benefits, if any. During the year ended January 3, 1981, the Company contributed approxi
mately $6,800,000 to all union pension plans.
ALEXANDER & BALDWIN INC.
Notes to Financial Statements
10. Employee Benefit Plans

••••
The multiemployer pension plans are subject to the plan termination insurance provisions of the
Employee Retirement Income Security Act of 1974 (ERISA), which was substantially amended by the
Multiemployer Pension Plan Amendments Act of 1980 (MPPAA), and are paying premiums to the
Pension Benefit Guaranty Corporation (PBGC). MPPAA generally reduced the level of plan benefits
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previously guaranteed by the PBGC in the event of plan termination and eliminated an ERISA
provision which had limited unfunded PBGC guaranteed benefits to 30% of employer net worth.
MPPAA requires that an employer which withdraws from or significantly reduces its contribution
obligation to a multiemployer plan generally will be required to continue funding its proportional share
of the plan’s unfunded vested benefits. The effects on the Company of these and other provisions of
both acts cannot be predicted at the present time. Management has no present intention of withdraw
ing from and does not anticipate termination of any of the aforementioned plans. Union agreements
now in effect until June 1981 provide for continuation of the plans.
••••

Several companies provided an estimate of the magnitude of exposure that might result from
the Act. American Electric Power Company, Inc. disclosed their share of unfunded vested
liabilities.
AMERICAN ELECTRIC POWER COMPANY, INC.
Notes to Financial Statements
1. Significant Accounting Policies:
Pension Plans

••••

••••
The cost to the companies of the pension plans of the UMWA was approximately $25,600,000,
$22,800,000 and $15,000,000 for the years ended December 31, 1980, 1979 and 1978, respectively.
Under a contract with the UMWA, the coal-mining subsidiaries of the Company are required to make
payments into two multi-employer pension plans based on coal production and hours worked. As of
June 30, 1980, the Company’s actuary estimates, based on information that is available, that the
companies’ share of the unfunded vested liabilities of the UMWA pension plans approximates
$103,000,000.

The excerpt shown below gives a detailed and informative description of the employer’s
potential liability under the Act.
CONOCO INC.
Notes to Financial Statements
Note 8—Employee Benefits

••••
The Employees’ Retirement Income Security Act of 1974 (ERISA), as amended in 1980, imposes
certain liabilities on contributors to multiemployer pension plans, such as the UMWA plans, in the
event of contributor withdrawal. A withdrawing contributor to the UMWA plans would be liable for
an allocated share of the plans’ total unfunded liabilities for vested benefits. Generally, this share
would be proportionately determined by the contribution rate of each employer required to meet
applicable ERISA funding standards, and would be payable over an extended period. For one of the
plans, special rules apply to an employer who withdraws after December 31, 1983, which would reduce
liability for withdrawing if certain conditions occur as a result of withdrawals of employers during any
plan year commencing after January 1, 1980.
Consol’s contributions to the UMWA plans over the five-year period ended June 30, 1980, as a
percentage of total industry contributions, have approximated 12% for one plan and 10% for the other.
At July 1, 1980, the date of the latest actuary’s valuation of the plans, these percentages of the
actuarial present value of vested and nonvested accumulated benefits for the two plans combined
(assuming a 5.5% rate of return) approximated $492,000,000 and $9,000,000, respectively, while these
percentages of the net assets available for benefits approximated $117,000,000.
••••
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FUNDING POLICIES

Disclosures set forth shall be made in financial statements or the notes thereto in the form of a
statement of the company’s accounting and funding policies. Statement 36 carried forward this
disclosure requirement unchanged from Opinion 8.
In 1980, as in previous years, most companies disclosed that the amounts of pension expense
computed using actuarial cost methods were also “funded” (paid by the company to the plan). The
specific actuarial cost method used to compute expense was usually not disclosed, as shown in the
two excerpts below.
MONSANTO COMPANY
Notes to Financial Statements
Pension Plans
Most Monsanto employees are covered by noncontributory pension plans. The expense related to
these plans was $97.7, $92.3 and $84.2 in 1980-1978, respectively. These amounts include charges
applicable to current service and amortization of unfunded prior service costs over periods generally
ranging from 10 to 30 years. It is Monsanto’s policy to fund pension costs accrued.

••••

INTERLAKE, INC.
Notes to Financial Statements
Note 1—Summary of Significant Accounting Policies
••••
Pension Plans—The Company has various pension plans which cover substantially all employees.
The provision for pension costs includes current costs plus interest on and amortization of unfunded
prior service costs over periods not exceeding twenty-five years. The Company's policy is to fund
pension costs accrued.
••••

Opinion 8 specified that the reported pension expense should be computed based on any of
several actuarial cost methods, but not necessarily the same method used for funding. In practice
it has been very common to use the same actuarial cost method for both accounting and funding
purposes and to accrue pension costs for financial reporting as they are funded. Thus, the amounts
a company charges to expense are often, but not always, linked to its funding methods.
For any particular situation, different actuarial cost methods will produce different amounts
of expense or contribution. Because Opinion 8 allows a choice among actuarial cost methods that
produce different amounts, information about the actuarial cost method used can be useful to the
financial statement reader.
Although they were not required, some companies elected to disclose their actuarial cost
methods in their 1980 annual reports. The four examples shown below are typical.
SIERRA PACIFIC POWER COMPANY
Notes to Financial Statements
J. Retirement Plan
The Company has a trusteed, non-contributory retirement plan covering substantially all of its
officers and employees. Total pension costs of $1,631,000 in 1980, $1,515,000 in 1979 and $1,334,000 in
1978 were computed using the unit credit method. Of these amounts, approximately $929,000,
$869,000 and $710,000, respectively, were included in operating expenses and the remainder was
charged to utility plant. It is the Company’s policy to fund pension costs accrued.
••••
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XEROX CORPORATION

Notes to Financial Statements
Profit Sharing Retirement and Pension Plans

••••
The Company has trusteed retirement income guarantee plans which assure a defined monthly
income to substantially all U.S. employees at retirement. The retirement income guarantee plans
provide the excess, if any, of the defined monthly income over the monthly retirement income pro
vided under the related profit sharing plans. Pension cost under the plans has been determined using
the aggregate method which does not deal separately with past service cost but includes such cost in
normal cost. In addition, there are noncontributory retirement plans for employees of a U.S. sub
sidiary.
••••
SCOTT PAPER COMPANY
Financial Review Notes
Pensions

••••
Pension costs are computed by independent actuaries, primarily using either the Aggregate
Level Cost Method or the Entry Age Normal Cost Method with 15 year amortization of prior service
costs. It is the Company’s policy to fund its qualified pension plans in amounts equal to the pension
cost accrued each year.
••••
HONEYWELL INC.
Notes to Financial Statements
13. Retirement Plans

••••
Retirement costs are determined by our actuary using the “Entry Age Normal-Cost” actuarial
cost method to provide for the orderly recognition and funding of retirement benefits.
••••

FOREIGN PLANS

For its defined benefit pension plans, an employer shall disclose the following data as of the
most recent benefit information date for which the data are available:
a. The actuarial present value of vested accumulated plan benefits,
b. The actuarial present value of nonvested accumulated plan benefits,
c. The plans’ net assets available for benefits,
d. The assumed rates of return used in determining the actuarial present values of vested
and nonvested accumulated plan benefits,
e. The date as of which the benefit information was determined.
For plans for which the above data are not available,* the employer shall continue to comply
with the disclosure requirements originally contained in Opinion 8. The reasons why the informa
tion required by (a) through (e) above is not provided for those plans shall be disclosed.
*Plans for which the information may not be available are expected to be only those plans that do not
report such information with certain governmental agencies pursuant to Employee Retirement Income
Security Act of 1974 (ERISA).
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Most companies with foreign operations did not disclose the information listed in items (a)
through (e) above in connection with foreign plans in their 1980 annual reports. If the information
is not available, Statement 36 calls for continuation of the Opinion 8 disclosure of the excess, if
any, of the actuarially computed value of vested benefits over the total of the pension fund and any
balance sheet pension accruals, adjusted for pension prepayments.
Most disclosures about foreign pension plans in 1980 annual reports, therefore, are similar to
the following:
NABISCO, INC.
Notes to Financial Statements
Retirement Plans—
• • • •

The Company’s foreign pension plans are not required to report to certain U.S. governmental
agencies pursuant to the Employee Retirement Income Security Act and do not otherwise determine
the actuarial value of accumulated plan benefits. At the most recent actuarial valuation dates for these
plans, estimated vested benefits were approximately equal to the value of plan assets.

Some companies did offer additional information. Celanese Corporation, for example, dis
closed a breakdown of total pension plan cost between domestic and foreign plans, as shown
below.
CELANESE CORPORATION
Notes to Financial Statements
R. Retirement Income Plans
Amounts charged to operations were:

••••

_______________________________ 1976_______ 1977_______ 1978_______ 1979_______ 1980
U.S................................................. $ 19
$ 19
$ 28
$ 37(a)
$ 43(a)
Non-U.S.........................................
2__________ 2__________2_________3__________ 3
Total.......................................... $ 21_______$21_______ $30
$ 40_______ $ 46•
(a) Includes charges for unfunded plans of $1 million in 1979 and $3 million in 1980.
••••

Exxon Corporation disclosed information about its foreign pension plans in a form comparable
to its domestic plan disclosures. The company's 1980 foreign pension plan disclosure is as follows:
EXXON CORPORATION
Notes to Financial Statements
9. Annuity and Other Reserves

••••
Under annuity plans outside the U.S., obligations for projected benefits are also determined
using actuarial estimates. Benefits to former employees and their beneficiaries are paid either directly
by affiliates, representing amounts previously provided as book reserves, or from funds provided to
outside trustees and insurance companies. A comparison of assets available for benefits with amounts
which would have been required to provide for future benefits projected as of the end of 1979 and the
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end of 1980 is presented below. The assumed future rate of return on the required assets varies from
plan to plan, and ranged from 4 to 15 percent in both 1979 and 1980.
Foreign Annuity Plans, as of:
Assets available for benefits including book reserves
Assets required to provide for future payment of:
—Projected benefits payable in the absence of any
future employment service by the recipients
—vested
—nonvested
—Additional projected benefits related to past
service but dependent on continued service
and projected future salary increases
Total
Excess of projected benefits
••••

Dec. 31, 1979 Dec. 31, 1980
(millions of dollars)
$2,070
$2,512
1,515
224

1,791
243

869
2,608
$ 538

1,103
3,137
$ 625

MATTERS AFFECTING COMPARABILITY

. . . Disclosures set forth in this paragraph shall be made in financial statements or the notes
thereto as follows:
Nature and effect of significant matters affecting comparability for all periods presented,
such as changes in accounting methods (actuarial cost method, amortization of past and prior
service cost, treatment of actuarial gains and losses, etc.), changes in circumstances (actua
rial assumptions, etc.), or adoption or amendment of a plan.
This requirement was carried forward unchanged from Opinion 8. Many 1980 reports in
cluded disclosures pertaining to comparability. Most of those disclosures described changes in
actuarial assumptions. Others concerned changes in actuarial cost methods, increased benefits,
acquisitions, and plant closings.
Changes in Actuarial Assumptions
Many reports disclosed changes in actuarial assumptions—changes in estimates that ac
tuaries use in tentatively resolving uncertainties about future events affecting pension cost.
Typical assumptions that actuaries make when valuing pension plans include the following:
a.
b.
c.
d.
e.

Investment yields, or the rate at which (the actuary assumes) money can be reinvested
in the future,
Increases in salaries (for plans in which benefits depend partly on average or future
salaries),
Mortality rates among active participants and pensioners,
Employee turnover rates,
Disability and retirement rates.

Actuarial assumptions, particularly investment yields and salary increases, were revised by
many companies in 1980. Investment yields and salary levels were usually revised upward. The
disclosures shown below are typical.
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BORG-WARNER CORPORATION

Notes to Financial Statements
Retirement Benefit Plans

• * * *

Actuarial assumptions were revised in 1980 principally to update rates of pay increase and
investment return to levels more reflective of current economic conditions. These and other minor
assumption changes reduced pension expense for 1980 by approximately $3.3 million.
••••
BALL CORPORATION
Notes to Financial Statements
Retirement Plans

••••
Effective January 1, 1980 the assumed rate of return from investments and the rate used in the
determination of the present value of accumulated plan benefits was increased to 7% from 6% and the
assumed salary progression rate was increased to 5% from 4%. The effect of these changes on 1980
results was not significant.
DETROITBANK CORPORATION
Notes to Financial Statements
Note 4—Retirement Plan

••••
As shown below, changes were made in certain actuarial assumptions in 1980 to reflect more
closely the actual experience. These changes reduced pension expense in 1980 approximately
$400,000.
1979
1978
1980
5.00%
5.00%
Rate of return (compounded annually)................................... 7.00%
2.50%
2.50%
Yearly salary increase to normal retirement......................... 5.00%
••••

Disclosure of changes in other actuarial assumptions was less common and usually less de
tailed. As shown below, companies generally stated that the assumptions had been changed and
disclosed the combined effect of those changes on pension expense or net income.
MONSANTO COMPANY
Notes to Financial Statements
Pension Plans

••••
Certain changes in the actuarial assumptions for Monsanto’s major pension plans were approved
in 1980 and became effective on January 1, 1980. These changes were adopted to reflect more current
assumptions with respect to projected future events and conditions. All actuarial assumptions were
reviewed and most were changed to some extent. The major assumptions changed were those with
respect to the investment rate of return and the annual rate of increase in salaries. The investment
return assumption was changed from the 7.0 percent that had been used for prior years to 7.5 percent
for 1980. The salary increase assumption was changed from a uniform 6.0 percent for prior years to a
set of age-dependent assumptions which had an overall average of 6.5 percent for 1980. Monsanto also
increased the contribution for one major pension plan to the maximum deductible amount for tax
purposes. The net effect of these changes was to decrease 1980 pension expense by approximately
$ 1. 0.
••••
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AMERICAN HOSPITAL SUPPLY CORPORATION

Notes to Financial Statements

G. Retirement and Incentive Investment Plans:
••••
In 1980, actuarial assumptions were revised to more accurately reflect expected investment
yields, benefit valuations, future compensation and future turnover levels. Retirement expense in
1980 was $15.3 million after a reduction of $3.1 million to reflect these revisions in actuarial assump
tions.
••••

Some companies offered more information about assumptions and other changes affecting
comparability. Celanese, for example, disclosed information about retirement age, turnover, and
amortization of prior service costs.
CELANESE CORPORATION
Notes to Financial Statements
R. Retirement Income Plans
• • • •

Actuarial assumptions used in the valuation of the plans are reviewed periodically and revised as
required to reflect inflationary expectations and other changes.
Principal assumptions and the period over which prior service costs are amortized for the U.S.
plans are as follows:
Investment return........
Pay increase - salaried..,
- hourly....
Average retirement age.
Turnover ........................
Prior service costs.........

1976-78
1979-80*•
6.0%
6.75%
8.5%
6.25%
7.0%
6.25%
65 years
63 years
Current experience
20 years
15 years

The net effect of the above changes in 1979 was to reduce pension expense by $12 million and
increase net income by 42¢ per share, or $6 million. In the same year, retirement benefit im
provements in the largest plan increased pension expense by $14 million and reduced net income by
45¢ per share, or $7 million. In 1978, plan changes and Social Security law amendments increased
pension expense by $6 million and reduced net income by 20¢ per share, or $3 million.
••••

Uniroyal, Inc. described changes in its policy of amortizing costs due to plant closings. Sierra
Pacific Power Company reported separately the effects of changes in amortization and benefits.
These disclosures are shown below:
UNIROYAL, INC.
Notes to Financial Statements
Employee Benefit Plans
Retirement Allowances.

••••
Prior to 1979, retirement assumptions in the funding and expensing of the plans tended to provide
for incremental pension costs related to normal plant closings. Any actuarial gains or losses relating to
these plant closings were amortized over 15 years. The actuarial assumption relating to early retire
ment with respect to the domestic pension plans was modified for 1979 and future years to exclude
consideration of plant closings. In view of this change in the actuarial assumption, the Company
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expensed, as part of its pension costs for 1979, $11 million representing the remaining unamortized net
actuarial loss which related primarily to plant closings in prior years. The Company also included in its
“Provision for Tire Production Consolidation” $13 million representing the actuarial loss relating to
the tire plant closings in 1980. The Company’s funding is not expected to change as a result of the
establishment of the $24 million in accruals.
The actuarial assumptions and, therefore, the cost with respect to the domestic pension plans also
reflect changes in the assumed rate of return on plan assets from 6 percent in 1978 to 7 percent in 1979
and to 7½percent in 1980 in view of the substantial portion of plan assets invested in fixed income type
contracts at rates generally in excess of 9 percent and the overall improvement in the funds’ perfor
mance.
••••
SIERRA PACIFIC POWER COMPANY
Notes to Financial Statements
J. Retirement Plan

••••
Changes in actuarial assumptions relative to mortality and retirement were made for the 1980
valuation. These changes had the effect of increasing the present value of accrued benefits at July 1,
1980, by approximately 3% and will decrease normal cost in the plan year 1980-81 by approximately
9½%. In addition, effective July, 1980, the plan was amended to increase early retirement benefits.
These amendments had the effect of increasing the present value of accrued benefits at July 1, 1980,
by approximately 3½% and will increase normal cost in the plan year 1980-81 by approximately 4½%.
• • • •

Other Changes
Disclosure of improved benefits was combined with other changes by some companies. An
example follows:
MID-CONTINENT TELEPHONE CORPORATION
Notes to Financial Statements
8. Pension Plan

••••
Pension costs, including provision for deferred compensation, totaled $6,258,000 in 1980,
$4,337,000 in 1979 and $3,455,000 in 1978. The increase in 1980 pension costs over 1979 results from
acquisitions, increase in compensation base, improvement in benefits and changes in assumed salary
scale, life expectancy and rate of return.
••••

Some companies, as shown below, provided more informative disclosure by separating the
effects of the various changes affecting comparability.
JOHNSON & JOHNSON
Notes to Financial Statements
Note 9. Retirement and Pension Plans
• • • •

For certain domestic plans, the weighted average assumed rate of return on investment used in
determining funding requirements was changed from a range of 5.0% to 5.5% in 1979 to a range of
6.0% to 6.5% in 1980. This change had the effect of reducing pension expense for the year by $7.8
million. Several other amendments to the plan improved benefits and had the effect of increasing
pension expense by $8.4 million.
••••
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AMERICAN WATER WORKS COMPANY, INC.

Notes to Financial Statements

Note 4/Employee Benefit Plans
Pension expense for 1980,1979 and 1978 was $7,570,000, $7,828,000 and $6,506,000, respectively,
of which $891,000, $784,000 and $680,000, respectively, was capitalized (See Note 1). Plan amend
ments during 1980, providing additional benefits to employees, increased pension expense by approx
imately 7%. Amendments in actuarial assumptions during 1980 and 1979 reduced pension expense in
1980 by approximately 17%, and increased pension expense in 1979 by approximately 12%.
••••

Honeywell Inc. disclosed the effects of benefit changes for part of the year and for a full year
on a pro rata basis.
HONEYWELL INC.
Notes to Financial Statements
13. Retirement Plans

••••
In 1980 the major Honeywell domestic retirement plans were amended to provide additional
benefits; the actuarial present value of vested benefits was increased by $98.5 and nonvested benefits
was increased by $23.8. These amendments increased the 1980 costs by $6.2 on a partial-year funding
basis and by $14.8 on a full-year basis. In February 1979, certain actuarial changes, the most signifi
cant of which reflects the continued impact of high inflation levels, were adopted which increased the
cost of the plans by approximately $9.3 in 1979.
••••

Cost reductions affecting pension expense were described by Uniroyal, Inc. as follows:
UNIROYAL, INC.
Notes to Financial Statements
Employee Benefit Plans
Retirement Allowances.

••••
In 1980, as part of a major worldwide cost reduction program, the Company amended its domestic
retirement allowance program, thereby reducing 1980 cost for such plans by approximately $8 million.
The major amendments to the domestic salaried employees’ retirement program eliminated future
service benefits applicable to the period from July 1, 1980 through June 30, 1981 and reduced by 50
percent the applicable Company percentage of contributions under the Capital Accumulation Plan
during the same period. The Company also negotiated a change in the wage pension plan whereby the
plan was amended to exclude future service benefits for the period from August 1 through December
31, 1980. In addition, the $1 per month per year of service adjustment which was granted to wage
retirees, was suspended from August 1 through December 31, 1980.
••••
ADDITIONAL DISCLOSURES

Some companies elected to provide disclosures in addition to those that are required by
Statement 36. Shown below are two disclosures as to the number of retirees receiving benefit
payments, two expressing pension cost as a percentage of wages and salaries, two showing costs
of postretirement life and medical insurance benefits, and three showing composition of and
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changes in pension plan assets. In six instances a similar disclosure had been made in 1979, and in
three instances the disclosure was new in 1980.
Retirees Receiving Benefits
GENERAL ELECTRIC COMPANY
Notes to Financial Statements
3. Pensions
Total pension costs of General Electric and consolidated affiliates were $478 million in 1980, $413
million in 1979, and $381 million in 1978. General Electric and its affiliates have a number of pension
plans. The most significant of these plans is the General Electric Pension Plan (the “Plan”), in which
substantially all employees in the U.S. are participating. Approximately 80,800 persons were receiv
ing benefits at year-end 1980 (75,700 and 72,100 at year-end 1979 and 1978, respectively).
••••
INLAND STEEL COMPANY
Notes to Financial Statements
Pension Costs

••••
The pension plan provided benefits totaling $48,955,000 to 9,344 retired employees during 1980,
compared with $38,916,000 to 8,851 retirees in the previous year. An additional 845 employees retired
in 1980, as against 799 in 1979.
••••

Pension Cost as a Percentage of Wages and Salaries
AMERICAN TELEPHONE AND TELEGRAPH COMPANY
Notes to Financial Statements
(C) Provision for Pensions and Death Benefits

••••
The following data relate to plan costs ($ in millions):

Current year cost

••••

••••
Current year cost as a percent of salaries and wages
••••

1980

1979

1978

2,809.0

2,614.5

2,354.9

15.0%

15.6%

16.1%

E.I. DU PONT DE NEMOURS & COMPANY
Notes to Financial Statements
16—Pensions

••••
Aggregate amounts expensed by the Company for the Plan represent 16.1% of the total annual
wages and salaries of participants in the Plan in 1980.
••••
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Other Postretirement Benefits
BORG-WARNER CORPORATION
Notes to Financial Statements
Retirement Benefit Plans
••••

In addition, an accrual calculated on an actuarial basis has been provided in warranties and other
liabilities for post-retirement medical and life insurance benefits since 1974. A summary of such
benefit values and liabilities established at December 31, 1980 and 1979, is as follows:
(millions of dollars)
1980
1979
Actuarial present value of post retirement
medical and life insurance benefits
$72.8
$55.7
Amount included in warranties and
other liabilities
$17.0
$14.7
••••

INLAND STEEL COMPANY
Notes to Financial Statements
Note 7/Retirement Benefits
••••

The cost of life insurance benefits for retired employees, also determined by consulting actuaries,
was $8,267,000 in 1980, $5,976,000 in 1979, and $5,301,000 in 1978. The cost of medical insurance
benefits for retired employees was $5,665,000, $3,696,000, and $2,443,000 for those years. On August
1, 1979, a substantially larger number of retired employees became eligible for medical insurance
benefits as a result of the adoption of provisions for certain coverage after the age of 65.

Composition of and Changes in Net Assets
BETHLEHEM STEEL CORPORATION
Notes to Financial Statements
K. Pensions
••••

The net assets available for benefits at January 1, 1981 and 1980 were comprised of the following:

Assets in Trust Fund (at approximate market value):
Equity securities.........................................................
Fixed income securities..............................................
Other ...........................................................................
Total assets..............................................................
Pension portion of liability for closedown costs..........
Net assets available for benefits....................................

January 1,
1981
1980
(dollars in millions)
$1,492.7
546.4
61.7
$2,100.8
$ 303.4
$2,404.2

$1,079.2
518.7
37.5
$1,635.4
$ 317.4
$1,952.8
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The changes in the Trust Fund assets during 1980 and 1979 were as follows:

Year Ended December 31,
1980
1979
(dollars in millions)
Company contributions............................................................. ................ $ 320.2
$ 324.6
108.6
87.2
Income from investments......................................................... ................
Net appreciation in fair value of investments,
294.6
including realized gains and losses...................................... ................
141.3
(258.0)
(230.0)
Pension payments...................................................................... ................
$ 465.4
$ 323.1
CELANESE CORPORATION
Notes to Financial Statements
R. Retirement Income Plans
••••

Summarized financial information of the U.S. plans at market value is as follows:
_______________________________ 1976_______ 1977_______ 1978_______ 1979_______ 1980
Financial position at December 31:
Equities ................................... $129
$124
$133
$234
$348
Fixed income............................
44
52
56
63
59
Real estate ..............................
14
16
18
25
44
Other assets..............................
10__________16_________46_________ 14________ 46
Sub-total ..............................
197
208
253
336
497
Employee funds .......................
23__________22_________23_________ 22________ 20
Plan assets............................. $220________$230_______ $276_______ $358_______$517
Changes in plan assets:
Contributions ........................... $ 19
$ 19
$ 28
$ 36
$ 75 (a)
Distributions ............................
(4)
(5)
(5)
(7)
(9)
Investment
gains/(losses) ................................... 31_________ (4)________ 23_________ 53_________ 93
Net change........................ $ 46_______$ 10_______ $ 46_______ $ 82_______ $159
Total payments
to retirees (b)............................ $ 8_______ $ 8_______ $ 8_______ $ 10_______ $ 11
(a) Includes prepayment of $35 million.
(b) Includes payments by an insurance company from annuities purchased in prior years.
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GENERAL ELECTRIC COMPANY
Notes to Financial Statements
3. Pensions
••••

Condensed information for the General Electric Pension Trust appears below. Prior-year as well
as current-year data are presented in accordance with new standards issued in 1980 by the Financial
Accounting Standards Board (FASB).
General Electric Pension Trust
Change in net assets at current value
(In millions) For the year
Net assets at January 1
Company contributions
Employee contributions
Investment income
Pensions paid
Unrecognized portion of change in current value
Net assets at December 31
Net assets at current value
(In millions) December 31
U.S. government obligations and guarantees
Corporate bonds and notes
Real estate and mortgages
Common stocks and other equity securities
Cash and short-term investments
Other assets—net
Current value of net assets
Carrying value of net assets

1980
$4,968
404
86
435
(254)
779
$6,418

1979
$4,202
341
94
383
(225)
173
$4,968

1978
$3,734
317
83
312
(201)
(43)
$4,202

1980
$ 44
727
825
4,181
5,777
553
88
$6,418
$5,593

1979
$ 118
496
713
3,193
4,520
371
77
$4,968
$4,922

1978
$ 93
340
725
2,726
3,884
240
78
$4,202
$4,329

••••
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Ill
STATISTICAL ANALYSIS

INTRODUCTION

This chapter contains statistical analyses of the data required by FASB Statement No. 36 and
certain comparisons of that data to other financial information. The analyses were made from
information contained in the FASB data bank of disclosures of companies that met the size test
requirements of Statement 33. As a result, the analyses are subject to a large company bias.
The analyses are based on a data bank that contains more than 1100 companies. However, the
portion of the population used in the analyses is less than the total because the total includes
foreign companies who did not disclose the required data and companies that did not make the
disclosures due to materiality or other reasons.
The data and relationships shown demonstrate possible areas for research that may be
conducted with the use of the FASB data bank. For example, pension and changing prices data can
be used with other data to formulate investment decisions. The analyses illustrate how the data
might be used; they do not purport to satisfy specific needs for information by any particular user.
The analyses in this chapter focus primarily on disclosures of 1980 information. Of the com
panies in the data bank who showed the disclosures required by Statement 36 for 1980, 51 percent
reported comparative information for 1979 and 7 percent for 1978.
Table I presents the industry classifications selected for analysis as a percentage of the total
sample. The classifications are based on the SIC codes of the companies in the sample and are the
same classifications used in Chapter IV. The SIC codes shown are the first two digits of the full (4
digit) SIC codes.

27

Table 1
Classification of Sample
Industry

Chemicals
Finance
Food, Tobacco, and Textiles
Insurance
Lumber, Paper, and Allied Products
Machinery
Mining and Construction
Petroleum and Rubber
Primary and Fabricated Metals
Transportation Equipment
Transportation and Communication
Utilities
Wholesale and Retail Trade
Other Manufacturing
Other Nonmanufacturing Companies

Percent
of Total
5.53
14.29
4.90
2.19
3.44
6.67
9.07
2.51
7.19
2.92
8.03
15.02
7.30
6.67
4.27

SIC
CODES
28
60-62
20-23
63-64
24-26
35-36
10-17
29-30
33-34
37
40-48
49
50-59
27, 31, 32, 38, 39
All Others

100.00

INTEREST RATES

One of the disclosures required by Statement 36 is the “rate of return assumption used to
calculate the actuarial present value of accumulated plan benefits,” often referred to as the in
terest rate assumption. Table 2 displays for 1980 the number of companies using interest rates in
the indicated ranges. Some companies disclosed a range of rates (e.g., from 8% to 9.5%) rather
than a single number. In such cases the data in the table is based on the midpoint (average) of the
range. The average (mean) 1980 interest rate disclosure was 7.03%, compared to 6.66% in 1979
and 6.02% in 1978 for those companies that provided information on earlier years.
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NUMBER OF COMPANIES

0.26

7.03

11 . 5 0 - 12.49

9 .4 9

24.04

0.13

-

8 .5 0

8 .4 9

33.7 6

10 . 5 0 - 11.49

-

7 .5 0

7 .4 9

28.13

4.60

0.26

1.79

-

6 .5 0

6 .4 9

5 .4 9

4 .4 9

PERCENT
OF POPULATION

10.49

-

5 .5 0

-

-

4 .5 0

9 .5 0

-

3 .5 0

INTEREST
RATE

1980 INTEREST RATES

TABLE 2

Another perspective on interest rate disclosures is illustrated in Table 3, which shows the
highest, lowest, and mean 1980 rate disclosures by industry group.
Statement 36 also requires (and the data bank includes) disclosures of the following:
• The actuarial present value of accumulated plan benefits, with separate disclosure of vest
ed and nonvested portions.
• Net assets of the pension plan(s) available for benefits.
One way to summarize this information is illustrated in Table 4, which shows for each
industry group the average of the ratio of net assets to accumulated plan benefits. A ratio of 1.0
indicates that accumulated plan benefits are fully funded (i.e., equal to plan assets). A ratio of 0.3
indicates that plan assets equal 30% of accumulated benefits.
Different kinds of information from the data bank can be combined. Table 5, for example,
shows the interest rate and the assets/accumulated benefits ratio from Tables 3 and 4.
Since the interest rate assumption is the most important factor in determining the amount of
accumulated plan benefits, a correlation might be expected between the interest rate assumption
used and the assets/accumulated benefits ratio. Table 6 stratifies the assets/accumulated benefits
ratio by interest rate assumptions used. Of particular interest are the interest rates between 5.5%
and 8.49% because 85.93% of the sample used interest rates in this range.
The next table is another example of a comparison of different kinds of information from the
data bank. Table 7 presents the ratio of unfunded accumulated plan benefits (accumulated plan
benefits less net plan assets) to the company’s net assets (i.e., shareholders’ equity). This ratio
might be considered indicative of the materiality of pension obligations. Finance companies have
not been included in Table 7 as the majority of them did not disclose in their annual reports
shareholder’s equity on a current cost basis.
A negative value of this ratio occurs when pension plan assets are greater than accumulated
plan benefits. The overall average for this ratio is 0.43 (43%) on a historical cost and 0.146 (14.6%)
on a current cost basis.
The primary and fabricated metals industry shows a high ratio. This industry group’s ratio is
affected by one company with a very low net assets figure. The corporation has net assets of
approximately $2 million compared with $37 million of unfunded (vested and nonvested) accumu
lated plan benefits.
Another example of the use of the data bank is given in Table 8 which plots the average
interest rate used against the company’s net assets on a current cost basis. In the chart, the
letters represent the industry groups. Size of net assets generally does not seem to correlate with
the interest rate used. The highest interest rate disclosed in the sample was by Interlake Corp.
(12.4%). Out of the 10 highest interest rates used five companies were in the primary and fabri
cated metal sector, the same industry sector where the largest unfunded pension benefits were
found.
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8.50
9.10

OTHER MANUFACTURING

PETROLEUM AND RUBBER

WHOLESALE AND RETAIL TRADE

9.00

10.00

9.10

TRANSPORTATION EQUIPMENT

UTILITIES

8.50

TRANSPORTATION AND COMMUNICATION

12.40

9.00

OTHER

PRIMARY AND FABRICATED METALS

8.25

10.40

MINING AND CONSTRUCTION

MACHINERY

8.75

LUMBER, PAPER AND ALLIED PRODUCTS

10.00

FOOD, TOBACCO AND TEXTILES
9.00

12.20

8.6 0

HIGH

FINANCE

CHEMICALS

INDUSTRY

5.75

5.10

4.00

5.70

4.00

4.00

5.00

5.00

5.00

4.75

5.00

5.50

5.00

5.00

6.0 0

LOW

AVERAGE, HIGH AND LOW
1980 INTEREST RATES BY INDUSTRY GROUP

TABLE 3

INSURANCE
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7.04

6.77

7.16

6.98

7.53

7.05

7.03

6.47

6.90

6.92

6.74

7.00

7.06

6.79

7.00

AVERAGE

32

UTILITIES
WHOLESALE AND RETAIL TRADE

TRANSPORTATION EQUIPMENT

FINANCE
FOOD, TOBACCO AND TEXTILES
INSURANCE
LUMBER, PAPER AND ALLIED PRODUCTS
MACHINERY
MINING AND CONSTRUCTION
OTHER
OTHER MANUFACTURING
PETROLEUM AND RUBBER
PRIMARY AND FABRICATED METALS
TRANSPORTATION AND COMMUNICATION

CHEMICALS

0

0.2

0.4
RATIO

0.6

0.8

1

...

RATIO OF PLAN NET ASSETS TO VESTED AND
NONVESTED ACCUMULATED PLAN BENEFITS

TABLE 4

1.2

0.85
1.08
0.89
1.07
0.95

1.01
1.02

1.15
0.97
1.16
0.92
0.93
1.09
1.13

1.10

AVERAGE
A
RATIO
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7.06 (3)
7.00 (7)
6.74 (14)
6.92 (10)
6 .9 0 (11)
6.47 (15)
7.03 (6)
7.05 (5)
7.53 (1)
6.98 (9)
7.16 (2)
6.77 (13)

FOOD, TOBACCO AND TEXTILES

INSURANCE

LUMBER, PAPER AND ALLIED PRODUCTS

MACHINERY

MINING AND CONSTRUCTION

OTHER

OTHER MANUFACTURING

PETROLEUM AND RUBBER

PRIMARY AND FABRICATED METALS

TRANSPORTATION AND COMMUNICATION

TRANSPORTATION EQUIPMENT

UTILITIES

7.04 (4)

6.7 9 (12)

FINANCE

WHOLESALE AND RETAIL TRADE

7.0 0 (7)

CHEMICALS

AVERAGE
INTEREST RATE

0 .9 5

1.07

0 .8 9

1.08

0.8 5

1.02

1.01

1.13

1.09

0.93

0.92

1.16

0.97

1.15

1.10

(11)

(7)

(14)

(6)

(15)

(8)

(9)

(3)

(5)

(12)

(13)

(1)

(10)

(2)

(4)

RATIO OF PLAN
ASSETS TO VESTED
AND NONVESTED
BENEFITS

TABLE 5
COMPARISON OF AVERAGE INTEREST RATE AND
RATIO OF PLAN ASSETS TO
VESTED AND NONVESTED BENEFITS
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A. CHEMICALS
B. FINANCE
C. FOOD, TOBACCO, & TEXTILES
D. INSURANCE
E. LUMBER, PAPER & ALLIED PROD.

F. MACHINERY
G. MINING & CONSTRUCTION
H. OTHER
I OTHER MANUFACTURING
J PETROLEUM & RUBBER

M. TRANSPORTATION EQUIPMENT
N UTILITIES
O. WHOLESALE & RETAIL TRADE

K. PRIMARY & FABRICATED METALS

TABLE 6
RATIO OF PLAN NET ASSETS TO VESTED AND
NONVESTED ACCUMULATED PLAN BENEFITS
BY INTEREST RATE

LTRANSPORTATION/COMMUNICATION
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-0.012-0.006

WHOLESALE AND RETAIL TRADE

UTILITIES

TRANSPORTATION EQUIPMENT

TRANSPORTATION AND COMMUNICATION

PRIMARY AND FABRICATED METALS

PETROLEUM AND RUBBER

OTHER MANUFACTURING

OTHER

MINING AND CONSTRUCTION

MACHINERY

LUMBER, PAPER AND ALLIED PRODUCTS

INSURANCE

FOOD, TOBACCO AND TEXTILES

CHEMICALS

0.006 0.012 0.018 0.024 0.03 0.036 0.042 0.048 0.054
% OF CURRENT COST SHAREHOLDER'S EQUITY

0

RATIO OF UNFUNDED ACCUMULATED BENEFITS TO
SHAREHOLDER'S EQUITY ON A CURRENT COST BASIS

TABLE 7
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O

.25

.50

.75

1.0

1.25

1.5

4.2

4.8

A. CHEMICALS
B. FINANCE
C. FOOD, TOBACCO, & TEXTILES
D. INSURANCE
E. LUMBER, PAPER & ALLIED PROD.

3.6

ASSETS IN
BILLIONS $

5.4

7.2

7.8

INTEREST RATE

6.6

F. MACHINERY
G. MINING & CONSTRUCTION
H. OTHER
I. OTHER MANUFACTURING
J. PETROLEUM & RUBBER

6.0

8.4

9.8

10.2

M. TRANSPORTATION EQUIPMENT
N. UTILITIES
O. WHOLESALE & RETAIL TRADE

K. PRIMARY & FABRICATED METALS

9.0

SIZE OF COMPANY'S NET ASSETS AND
INTEREST RATE ASSUMPTION USED IN
DETERMINING ACCUMULATED BENEFITS

TABLE 8

11.4
L.TRANSPORTATION/COMMUNI

10.8

In Table 9, the average net assets (shareholders’ equity) is shown by interest rate assumption
used. This table shows whether larger companies used higher interest rate assumptions.
Table 10 relates the sum of vested and nonvested benefits to the net assets (shareholders’
equity) of the companies on an historical cost basis and a current cost basis. This table uses the
data bank to illustrate the relative sizes of the pension obligations (funded and unfunded) com
pared to the size of the company’s equity. A value of 0.1 (10%) indicates that the pension obliga
tions represent 10% of the shareholders equity.
Table 11 uses the data bank to show the relationship between pension expense and total
vested and nonvested benefits. The table indicates what percentages of the accumulated plan
benefits (vested and nonvested) were funded (paid for) in 1980. A value of .02 indicates that 2% of
the total accumulated vested and nonvested benefits were funded in 1980.
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7
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RATIO OF ACCUMULATED VESTED AND
NONVESTED BENEFITS TO SHAREHOLDER'S EQUITY
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CHEMICALS
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TABLE 11
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14.0

16.0

In addition to numerical disclosures, the data bank includes codes indicating the presence in a
company’s disclosure of other types of information. This “soft data” was collected based on the
questions below. The answ ers are taken from information in the 1980 annual reports regardless of
w hether reference to that information is for fiscal 1980, or prior years, or both.
a. Is there any indication that the company m akes contributions to a m ultiem ployer pension
plan, such as a union sponsored plan?
Companies
Y es 104
No 756
860

Percent
12%
88%
100.0

b. D oes the company present separate disclosure of any dollar information about foreign
pension plans?
Companies
Y es
40
No
820
860

Percent
4.6
95.4
100.0

c. D oes the company disclose the actuarial cost m ethod used for funding and/or accounting
purposes?
Companies
Y es
58
No
802
860

Percent
6.7
93.3
100.0

d. D oes the company m ention a change in actuarial assumptions?
Companies
Y es 150
No 710
860

Percent
17.4
82.6
100.0

e. D oes the company m ention a pension plan am endm ent, creation of a new plan, oh any
other m atter affecting comparability.
Companies
Y es 200
No 660
860

Percent
23.2
76.8
100.0
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f. What is the date as of which the plan liabilities were calculated?
Companies
Percent
Beginning
of the year
576
66.9
111
End of the year
12.9
10.4
Other
89
84
No indication
9.8
860
100.0
CONCLUSION

The purpose of this chapter was to display analyses of pension disclosures contained in the
FASB data bank as well as the nature and parameters of the data. The authors hope that these
illustrations will encourage the business and academic communities to conduct further research in
FAS 36 required disclosures. Inasmuch as the FASB has indicated that Statement 36 is an interim
measure, the results of additional research may be very helpful in assisting the Board in setting
appropriate standards for pension disclosures.
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IV
DISCLOSURES BY SELECTED INDUSTRIES

This chapter contains footnotes selected from 1980 annual reports grouped by the industries
listed below. The purpose of this chapter is to facilitate a comparison of footnote disclosures
among companies within an industry.
MANUFACTURING

Food, Tobacco, and Textiles
THE COCA-COLA COMPANY
Notes to Financial Statements
9. Pension Plans. The Company and its subsidiaries sponsor or contribute to various pension plans
covering substantially all domestic employees and certain employees in foreign countries. Pension
expense determined under various actuarial cost methods, principally the aggregate level cost
method, amounted to approximately $34,000,000 in 1980, $33,000,000 in 1979 and $28,000,000 in 1978.
Changes in the actuarial assumptions for one plan reduced pension expense by approximately
$2,600,000 in 1980.
As of January 1, 1980, the actuarial present value of accumulated benefits of Company and
subsidiary-sponsored domestic plans, as estimated by consulting actuaries, was $165,773,000 (vested
$152,772,000 and non-vested $13,001,000), and the net assets available for benefits were $165,448,000.
The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was approximately 8% for 1980, a weighted average of the rates published by the Pension
Benefit Guaranty Corporation for plan terminations occurring between December 1, 1979, and Feb
ruary 29, 1980. For determining the 1980 pension expense of the Company’s principal domestic
retirement plan, a rate of less than 8% was used.
The Company has various foreign pension plans which are not required to report to certain
governmental agencies pursuant to the Employee Retirement Income Security Act (ERISA) and do
not otherwise determine the actuarial value of accumulated plan benefits or net assets available for
benefits as calculated and disclosed above. For those plans, the value of the pension funds and balance
sheet accruals exceeded the actuarially computed value of vested benefits as of January 1, 1980, as
estimated by consulting actuaries.
13. Retirement Plans:
Noncontributory retirement plans are provided for both salaried and hourly employees of the
company and certain subsidiaries. Benefits for salaried employees are based on final average compen
sation, including incentive compensation, and years of credited service. The hourly plans include
various monthly amounts for each year of credited service and also provide for disability benefits. All
retirement plans conform with the provisions of the Employee Retirement Income Security Act of
1974.
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Expenses incurred for retirement plans were $16.0 million and $12.3 million in fiscal 1980 and
1979, respectively.
The accumulated plan benefits and net assets for all retirement plans are:
May 31
_______________________________________________________________ 1980_________1979
(In millions)
Actuarial present value of
accumulated plan benefits:
Vested ..................................................................................................... $122.8
$128.7
Nonvested ...........................................................................................
13.1
24.0
$135.9
$152.7
Net assets available for benefits................................................................... $144.5
$130.7
The weighted average rates of return used in determining the actuarial present value of accumu
lated plan benefits were 8.0% and 6.8% in fiscal 1980 and 1979, respectively.
GENERAL FOODS CORPORATION
Notes to Financial Statements
1. Significant Accounting Policies
••••

Retirement Plans—The cost of retirement plans is determined on the basis of actuarial valua
tions. The company accrues and generally funds current service cost and amortization of the unfunded
actuarial liability over periods not exceeding 30 years.
••••

7. Retirement Plans
The corporation and its subsidiaries have plans that provide retirement benefits for substantially
all hourly and salaried employees in the U.S. and certain foreign countries. Retirement plan expense
totaled $69.0 million, $59.2 million, and $54.7 million during fiscal 1981,1980 and 1979, respectively, of
which $52.3 million, $48.6 million, and $45.3 million, respectively, pertained to the plans for U.S.
employees. The increase in expense is primarily attributable to the inclusion of HAG, higher salaries,
actuarial experience, and plan improvements made during fiscal 1981.
Retirement plan expense and contributions for U.S. and certain foreign plans are actuarially
determined, generally using the Entry Age Level Premium Method, considering benefits earned to
date and certain anticipated future costs. Assets of most of these plans are held by trustees.
Accumulated plan benefits, as defined by the Financial Accounting Standards Board (FASB), are
retirement plan benefits earned to date by plan participants. For U.S. plan participants, such bene
fits, calculated as of the most recent valuation dates (generally August 31, 1980), along with the net
assets available for benefits, measured on a market value basis, are presented below. The calculations
are prepared using an assumed rate of return of 6½ per cent on plan investments.
Actuarial present value of accumulated plan benefits:
(in millions)
Vested .........................................................................
$514.5
Non-vested..................................................................
28.0
Total ............................................................................
$542.5
Net assets available for benefits...................................
$634.0
Foreign retirement plans are not subject to the same requirements as U.S. plans and therefore do
not determine the actuarial value of accumulated plan benefits as defined by the FASB. However, as
of the last valuation dates during fiscal 1981, the total market value of foreign retirement funds and
the accrued liabilities recorded for retirement plan expense exceeds the actuarially computed present
value of vested benefits.
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KELLOGG COMPANY
Summary of Significant Accounting Policies
Retirement Plans
The Company and its subsidiaries have various pension plans to provide retirement benefits for
substantially all employees. Pension costs, which are actuarially determined and include amortization
of prior service costs principally over 30 years, are funded substantially as accrued.
••••
Notes to Financial Statements
1. Pensions
Pension expense amounted to $23.6 million in 1980, $21.9 million in 1979 and $30.4 million in 1978.
Amounts for 1980 and 1979 principally reflect pension costs, whereas the amount for 1978 principally
reflects profit sharing contributions.
Plan benefit and asset data for plans representing 85 percent of total 1980 pension expense is
presented below on an aggregate basis as of dates no earlier than November 1, 1979. Accumulated
benefits were determined using various interest rates for respective plans (weighted average, 6.8
percent). Net assets have been measured at market value.
Actuarial present value of accumulated plan benefits:
Vested .......................................................................................................................................... $154.3
Nonvested .................................................................................................................................... 35.3
$189.6
Net assets available for plan benefits........................................................................................... $113.2
The Company’s other pension plans in the aggregate are not material and are not required to
calculate similar data.
UNITED STATES TOBACCO COMPANY
Notes to Financial Statements
Note 5 Pension and Incentive Compensation Plans
The Company has several pension plans which cover all eligible employees. It is the Company’s
general policy to fund retirement costs accrued. The total pension expense attributed to the plans was
$2,800,000 in 1980, $2,500,000 in 1979 and $2,900,000 in 1978, including amortization of prior service
costs over 20-year periods. Accumulated plan benefit information, as estimated by consulting ac
tuaries, and plan net assets are presented below:
Actuarial present value of accumulated plan benefits:
Vested .........................................................................
Nonvested ..................................................................
Market value of assets available for benefits

December 31,
1980
1979
$33,500,000
2,360,000
$35,860,000
$32,190,000

$30,130,000
1,880,000
$32,010,000
$25,690,000

The actuarial present value of accumulated plan benefits is determined based on an assumed rate
of return, generally 7½% in 1980 and 1979 (6% in 1978). The rate change in 1979 was made to more
accurately reflect current and recent investment experience. This change is the principal reason for
the decrease in pension expense from 1978 to 1979.
The Company has an Incentive Compensation Plan which provides for incentive payments to
officers and key employees based on stated percentages of net income as defined in the Plan. Expense
under the Plan amounted to $3,793,000 for 1980, $3,017,000 for 1979 and $2,676,000 for 1978.
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R.J. REYNOLDS INDUSTRIES INC.
Financial Information
Note 15 Pension Plans
The Company provides retirement benefits for substantially all of its regular full-time employees,
including certain employees in foreign countries, through Company-administered plans and plans
administered under collective bargaining agreements.
Pension expense for 1980,1979 and 1978 was $84 million, $75 million and $58 million, respectively.
The increase in 1979 compared to 1978 resulted largely from the Del Monte merger. The Company’s
policy with respect to Company-administered plans is to fund pension costs accrued. Past service costs
are amortized over a 30-year period.
The following table presents information regarding the financial condition of the Company’s
domestic defined benefit plans, as estimated by the Company’s consulting actuary, as of the most
recent valuation date, December 31, 1979:
Calculated
based on actuarial
Calculated
projections of
based on current
future salary
salary levels of
increases
plan participants
Actuarial present value of
accumulated plan benefits*
$567.1
$431.5
Vested ................................................... .................
171.4
94.6
Non-vested ........................................... ................
$526.1
$738.5
Net assets available for
benefits (at market value)........................ ................
$567.7
$567.7
*The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 8 percent.
The Company’s foreign pension plans are not required to report to certain U.S. government
agencies pursuant to ERISA and do not otherwise determine the actuarial value of accumulated
benefits in the same manner as those calculated and disclosed above. For those plans, the value of
vested benefits does not differ materially from the total assets and balance sheet accruals related to
those plans.
In addition, the Company makes payments under the terms of various collective bargaining
agreements to provide welfare benefits, including pension benefits, for covered employees. It is not
practical at this time to determine the amount of these payments ultimately used to fund pension
benefit plans or the current financial condition of these plans.
AMERICAN BRANDS, INC.
Summary of Significant Accounting Policies
••••

Pension Plans
Pension expense, which is being funded, is determined by independent actuaries and includes
amortization of unfunded prior service costs principally over 40 years.
Notes to Financial Statements
Pension Plans
The Company and its consolidated subsidiaries have a number of pension plans covering substan
tially all employees. The plans provide for the payment of retirement benefits, normally commencing
at age 65, and also for the payment of certain disability and severance benefits. After meeting certain
qualifications, an employee acquires a vested right to future benefits. The benefits payable under the
plans are generally determined on the basis of the employee’s length of service and earnings. Pension
expense, including provision for prior service costs, was $70,192,000 in 1980, $59,478,000 in 1979 and
$50,568,000 in 1978.
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The actuarial present value of accumulated plan benefits, which is in accordance with FASB
Statement No. 36 and is based on assumptions different, in certain respects, from those used for the
plans’ funding requirements, and plan net assets for the Company’s defined benefit plans as of January
1, 1980, the most recent valuation date, are as follows (in thousands):
Actuarial present value of accumulated plan benefits:
Vested...................................................................................................................................... $328,251
Nonvested................................................................................................................................ 28,831
Total ............................................................................................................................................ $357,082
Net assets available for benefits................................................................................................ $265,221
Benefits and net assets of foreign subsidiaries’ plans are not included above as such plans are fully
funded and not subject to the Employee Retirement Income Security Act. The weighted average of
the assumed rates of return used in determining the actuarial present value of accumulated plan
benefits was 8%.
DAN RIVER INC.
Notes to Financial Statements
6. Pension and Profit Sharing Plans
a. The Company and subsidiary companies have three pension plans covering substantially all of
their employees and a profit sharing plan which is principally for salaried employees.
Pension expense for 1980,1979 and 1978 was $2,682,000, $3,965,000 and $3,666,000, respectively,
which includes amortization of prior service costs over 30 years. The Company makes annual contri
butions to the plans equal to amounts accrued for pension expense. Pension expense in 1980 was lower
than in 1979 and 1978 due primarily to the adoption of changes in actuarial assumptions as recom
mended by independent actuaries.
A comparison of accumulated plan benefits and plan net assets for the Company’s pension plans at
January 1, 1980 and 1979 is presented below (in thousands):
1980
1979
Actuarial present value of accumulated plan benefits:
$ 47,327
48,013
Vested.........................................................................
3,038
4,102
Nonvested...................................................................
50,365
52,115
Total ........................................................................
62,289
54,832
Net assets available for benefits....................................
$ 11,924
2,717
Excess of net assets........................................................
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 7% in 1980 and 6% in 1979 and 1978.
••••
JONATHAN LOGAN, INC.
Notes to Financial Statements
1. Significant Accounting Policies
Pension Costs
The annual provision for pension costs consists of actuarially determined normal cost, amortiza
tion of past service costs over a 40-year period and interest on unfunded past service costs. The
Company’s policy is to fund the amounts expensed.
••••
9. Pension Plan
The Company maintains a noncontributory pension plan covering substantially all employees
other than members of a collective bargaining unit. The plan provides for normal retirement at age 65
and, under certain conditions, earlier optional retirement. Pension costs amounted to $1,715,000 in
1980, $1,789,000 in 1979 and $1,605,000 in 1978. At January 1, 1980, the present value of accumulated
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plan benefits was as follows: vested, $16,481,000; non-vested, $1,186,000. Net assets available for
benefits were $20,541,000.
The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 7½%in 1980.
The Company makes contributions along with many other employers, to the International Ladies’
Garment Workers’ Union National Retirement Fund (the Plan), a multi-employer plan.
The Employee Retirement Income Securities Act of 1974, as amended by the Multi-Employers
Pension Plan Amendment Act of 1980, imposes certain liabilities upon employers who are contributors
to multi-employer plans in the event of such employers withdrawal from such a plan or upon a
termination of such a plan. The share of the Plan’s unfunded vested liabilities allocable to the Com
pany, and for which it may be contingently liable, is not ascertainable at this time.
SPRINGS MILLS, INC.
Notes to Financial Statements
Note 11. Employees’ Profit Sharing and Retirement Plans:
Springs maintains profit sharing and retirement plans covering substantially all employees. The
following information relates only to continuing operations (see Note 2). Liabilities relating to benefit
plans of the frozen food segment have been provided for in the reserve for discontinued operations.
Contributions by Springs for profit sharing plans were $9,434,000 for 1980, $8,868,000 for 1979
and $5,965,000 for 1978.
Contributions by Springs for employee retirement plans were $1,300,000 for 1980, $1,164,000 for
1979 and $696,000 for 1978. Contributions required are determined by independent actuaries, with
normal costs being expensed currently and prior service costs being amortized over 40 years. A
comparison of accumulated plan benefits and plan assets for Springs’ defined benefit plans, at the most
recent dates such information is available, is presented below:
Actuarial present value of accumulated plan benefits (2):
Vested .....................................................................................................
Non-vested..............................................................................................
Total ....................................................................................................
Plan assets (at market value) available for benefits..............................

1980(1)
1979(1)
(In millions)
$24.5
$14.7
1.7___________ .5
$26.2________$15.2
$21.0________$18.1

(1) The various plan valuation dates are within 15 months of the respective year ends.
(2) The weighted average assumed rate of return used in determining the actuarial present value
of accumulated plan benefits was 6 per cent for both 1980 and 1979.
The actuarial present value of accumulated plan benefits includes a new defined benefit plan
established January 1, 1981 covering substantially all hourly employees of Springs Mills, Inc.
In addition to contributions to the above benefit plans, Springs paid $14,344,000 in 1980,
$11,969,000 in 1979 and $10,148,000 in 1978 to the federal social security system, which matched
amounts contributed by employees.

Lumber, Paper, and Allied Products
MOHASCO CORPORATION
Notes to Financial Statements
(9) Retirement, Incentive and Investment Plans
All eligible employees of the Company and its domestic subsidiaries are covered by non
contributory defined benefit retirement plans. The cost of the retirement plans is accrued annually;
funding is in accordance with actuarial requirements of the plans, subject to the Employee Retirement
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Income Security Act of 1974. Unfunded past service costs are amortized over twenty years. Costs of
the plans and Company contributions were:
1980
Plans cost................................................................... $2,238,000
Company contributions............................................ $ —

1979
4,192,000
3,065,000

1978
4,104,000
4,104,000

Changes in actuarial assumptions, including a change in the assumed rates of investment return
and a change in the funding method, increased net earnings in 1980 by approximately $1,000,000 or
$.16 per share of common stock.
Information with respect to the plans for 1980 and 1979 has been determined by the actuaries. A
comparison of these benefit measurements to the plans’ assets gives two forms of financial information
helpful in assessing the plans’ present and future ability to pay benefits.
The first measurement compares the market value of assets held with the present value of
benefits that have been earned based on services rendered to date and current salary levels.
Actuarial present value of accumulated plan benefits:
Vested ........................................................................
Non vested..................................................................
Net assets available for pension benefits.........
Assumed composite rate of investment return
Plan valuation date..............................................

1980

1979

$30,300,000
2,800,000
$33,100,000
$49,100,000
7.75%
1/1/80

30,600,000
3,000,000
33,600,000
41,100,000
6.50%
1/1/79

The second measurement shows the plans’ present value of accrued benefits based on the actua
rial cost method used to determine the cost of the plans, which considers expected future years of
service and salary levels which was $41,900,000 in 1980 and $42,300,000 in 1979.
••••

DIAMOND INTERNATIONAL CORPORATION
Notes to Financial Statements
10. Pension Plans
The Company has retirement plans, principally noncontributory, covering eligible employees.
Costs under these plans amounted to $14,098,000, $15,242,000 and $14,163,000 in 1980,1979 and 1978,
respectively, including amortization of prior service costs over periods not in excess of 30 years. The
past service base of the Salaried Paid Employees Plan as of January 1, 1980 has been increased by
$7,520,000 to reflect plan amendments, mainly to increase minimum benefits and to give credit for
service with predecessor companies having pension plans, and has been reduced by $12,953,000 to
reflect changes in actuarial assumptions, mainly interest rate assumptions. The current valuation was
based on an assumed interest rate of 7% in lieu of the previously used rate of 6%. Due to the
acquisition of Brooks-Scanlon, Inc., the actuarial present value of vested accumulated plan benefits
was increased by $5,940,000 and the net assets available for benefits was increased by $6,275,000. A
comparison of accumulated plan benefits and plan net assets for the Company’s pension plans is
presented below:
Actuarial present value of accumulated plan benefits:
Vested ...................................................................................
Nonvested .............................................................................
Net assets available for benefits

1980

January 1,

$125,611,000
14,014,000
$139,625,000
$146,714,000

1979

$111,186,000
13,829,000
$125,015,000
$118,661,000
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In determining the actuarial present value of accumulated plan benefits the assumed rate of
return was 8% in 1980 and the weighted average assumed rate of return was 6.9% in 1979. These rates
reflect the yields currently available on fixed income investments to cover fixed commitments, such as
accrued benefits, with a margin of conservatism to allow for future reinvestment at rates which may
be lower. The Company’s foreign pension plans are not required to report pursuant to ERISA and do
not otherwise determine the actuarial value of accumulated benefits or net assets available for benefits
as calculated and disclosed above. For those plans, pension fund assets and balance sheet accruals
approximate the actuarially computed value of vested benefits as of December 31, 1980 and December
31, 1979.
SCOTT PAPER COMPANY
Financial Review Notes
Pensions
The Company and its consolidated subsidiaries have several pension plans which provide retire
ment benefits to substantially all employees after the required years of service. At the latest valuation
date there were 18,905 active members, 5,764 retired members and 2,220 terminated members with
vested rights to future benefits.
Pension costs are computed by independent actuaries, primarily using either the Aggregate
Level Cost Method or the Entry Age Normal Cost Method with 15 year amortization of prior service
costs. It is the Company’s policy to fund its qualified pension plans in amounts equal to the pension
cost accrued each year.
Changes in various actuarial assumptions for the principal plans were adopted in 1980 with the
concurrence of the plans’ actuary based upon a comprehensive review of the Company’s actuarial
funding policy. The new assumptions resulted in 1980 costs being somewhat lower than costs antici
pated under the previous assumptions. The reduction did not, however, have a material effect on net
income for the year. These changes are expected to help maintain future funding at a relatively
uniform percentage of wage and salary expenses. The Company’s pension expense in 1980 was
$31,363,000 compared with $31,738,000 in 1979 and $28,680,000 in 1978.
The estimated values of accumulated benefits and net assets for the Company’s defined benefit
plans were:
December 27 December 29
1979
1980
(Thousands)
Actuarial present value of accumulated plan benefits:
$328,978
$296,981
Vested
25,922
23,176
Nonvested
$320,157
$354,900
$295,375
$404,471
Net assets available for benefits
Net assets were measured at market value and accumulated benefits were estimated by the plans’
actuaries. The assumed rate of return used in determining the actuarial present value of accumulated
benefits was 8%.
During 1980 benefit payments made under these plans were $16,089,000.
WEYERHAEUSER COMPANY
Notes to Financial Statements
Note 6—Deferred Pension Liability
The Company has a number of pension plans covering substantially all U.S. employees and
certain employees in foreign countries. The provision for pension costs is actuarially determined and
includes amortization of prior service costs generally over a period of 20 years. The plans are trusteed
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plans and Company contributions are based on funding standards established by the Employee Re
tirement Income Security Act of 1974 (ERISA). Following are certain data regarding the U.S. plans:
Actuarial present value of accumulated plan
benefits as of January 1:
Vested
Nonvested
Assumed rate of return
Assets available for benefits
Provision for pension costs

1980

1979

1978

$ 58,613

$ 56,040

$323,586
17,245
$340,831
$386,830
$ 38,742

Annual provisions for pension costs fluctuate due to improved plan benefits, differing employ
ment levels and changes in actuarial assumptions. In 1980 the Company changed the assumed rate of
return from 7% to 9½% and, as to its salaried employees plan, the assumed rate of average annual
salary increase from 6% to 7½%, which changes had the net effect of reducing the provision for
pension costs for 1980 by approximately $21,000. At December 28, 1980 the unamortized actuarial
liability for all U.S. plans was approximately $51,000, which liability was reduced by approximately
$154,000 due to the aforementioned changes in actuarial assumptions.
The Company’s foreign pension plans are not required to comply with ERISA reporting require
ments and do not, for any other purpose, determine the actuarial present value of nonvested accumu
lated benefits. As to those plans the actuarially calculated vested benefits and the assets available for
those benefits at January 1, 1980 were $4,048 and $6,685, respectively.
THE CHESAPEAKE CORPORATION OF VIRGINIA
Notes to Financial Statements
9. Employee Retirement Plans:
The company has several noncontributory retirement plans covering substantially all employees.
Annual pension costs are actuarially determined and, as to certain plans, include amortization of prior
service costs over varying periods not exceeding twenty-five years. The general policy of the company
is to fund pension costs accrued. Pension expense totaled approximately $1,899,000 in 1980, $2,057,000
in 1979 and $2,065,000 in 1978. The decline in pension expense for 1980 was due principally to a change
in the assumed investment return for certain plans, the effect of which was partially offset by in
creased benefits.
As of the most recent valuation dates (September 1, 1980 for most plans) the actuarial present
value of accumulated plan benefits totaled $18,096,000, of which $15,705,000 was vested and
$2,391,000 was nonvested. Plan assets available for benefits totaled $32,419,000.
The assumed rates of return used in determining the actuarial present value of accumulated plan
benefits ranged from 5 to 6½%.
BOISE CASCADE CORPORATION
Notes to Financial Statements
8. Retirement Plans and Savings Plan
The Company has pension plans covering 30,314 of its 32,109 North American employees. In
general, the plans are defined benefit plans which specify a determinable pension benefit. The Com
pany has regularly funded the plans to provide for benefits earned. The amount may vary from year to
year, and the Company has funded at least the minimum as required by law in each year. The plans
are administered by the Company or trustees.
The Company’s consulting actuaries calculate the annual pension expense and plan liabilities
based on actuarial assumptions which are in conformity with general industry practice. Total pension
expense, including amortization of unfunded liabilities, was $41,195,000 in 1980, representing 6.5% of
total payroll. This compares with $40,218,000 or 6.5% in 1979 and $34,518,000 or 6.1% in 1978. The
unfunded liabilities are amortized over periods ranging from 15 to 20 years.
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An assumed annual rate of investment return of 6% was used in determining the actuarial present
values of vested and nonvested accumulated benefits. A comparison of these accumulated benefits and
the plan assets for the Company’s North American defined benefit plans is as follows:
1980
Actuarial present value of accumulated
plan benefits
Vested..............................................
Nonvested.......................................

$403,000

$359,000

$312,000

$425,000
$357,000

$381,000
$274,000

$333,000
$207,000

22,000

Assets available for benefits

December 31
1979
1978
(expressed in thousands)
22,000

21,000

Approximately 1,000 employees who are not included in the above pension plans are covered by
multi-employer pension plans which are administered wholly by or jointly with various labor unions or
the Railroad Retirement Board. These plans, which are not considered Company pension plans, are
defined benefit plans to which the Company makes contributions based on a fixed amount per hour for
each employee as specified in the labor agreements. Contributions to these plans totaled $1,287,000 in
1980, compared with $1,230,000 in 1979 and $1,169,000 in 1978.
An investment savings plan is available to approximately 11,170 salaried employees, 7,978 of
whom were participating at December 31, 1980. The Company’s contribution to the investment
savings plan was $3,883,000 for 1980, compared with $3,627,000 for 1979 and $3,295,000 for 1978.

Chemicals
ETHYL CORPORATION
Notes to Financial Statements
1. Summary of Significant Accounting Policies:
••••
Retirement Income Plans
Annual pension costs are actuarially determined and include amortization of prior service costs
over varying periods not exceeding 30 years. The policy of the Company is to fund pension costs
accrued.
••••
12. Employee Retirement Plans:
The Company provides retirement benefits for substantially all of its employees (including em
ployees in foreign countries) under several different plans funded with insurance companies or corpo
rate trustees. Plan contributions charged to income were $17,700,000 in 1980, $17,400,000 in 1979 and
$14,400,000 in 1978. Contributions were irrevocably devoted to the payment of retirement and other
benefits for employees and their beneficiaries.
As of January 1, 1980 and 1979, the benefit and asset information for the Company’s pension plans
on an aggregate basis were:
(In Thousands)
Actuarial present value of accumulated plan benefits:
V ested..........................................................................
Nonvested....................................................................
Total .........................................................................
Plan assets available for benefits...................................
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1980

January 1

$209,348
9,103
$218,451
$245,184

1979

$197,149
12,364
$209,513
$209,511

The actuarial present value of accumulated plan benefits results from applying actuarial assump
tions to reflect the time value of money and the possibility of payment to those future periodic
payments that are attributable under the plans’ provisions to the service employees have rendered.
Effective January 1, 1980, the Company increased benefits to certain participants and changed actua
rial assumptions as to investment return and future salary increases, which resulted in a net decrease
in the actuarial present value of accumulated plan benefits of approximately $11,000,000 as of January
1, 1980. Investment returns of 6% for 1980 and 5½% for 1979 were assumed for the 11 largest plans,
which account for about 90% of the present value of accumulated plan benefits.
UNION CARBIDE CORPORATION
Notes to Financial Statements
1. Summary of Significant Accounting Policies
••••

Retirement program—The Corporation’s contribution to the U.S. retirement program in each
year is based on the recommendation of an independent actuarial firm using the entry age normal
method. Accrued costs are funded for all employees age 25 and over, with unfunded prior service costs
being amortized over periods up to 30 years.
Program costs of consolidated international subsidiaries are accounted for substantially on an
accrual basis.
••••

14. Retirement Program
The retirement program of Union Carbide Corporation covers substantially all U.S. employees
and certain employees in other countries. Various arrangements for providing retirement benefits are
maintained by consolidated international subsidiaries. Total program costs for 1980 amounted to $193
million ($173 million in 1979 and $158 million in 1978), of which $167 million ($148 million in 1979 and
$134 million in 1978) related to the U.S. Retirement Program.
A comparison of accumulated plan benefits and plan net assets for the U.S. Retirement Program
is presented below:
Millions of dollars at January 1
Actuarial present value of accumulated plan benefits
Vested
Non-Vested

1980

1979*•

$1,233
$1,241
121
133
$1,354
$1,374
Net Assets Available for Benefits__________________________________ $1,385_______$1,156

The weighted average assumed rates of return used in determining the actuarial present value of
accumulated plan benefits were approximately 8 percent for 1980 and approximately 7 percent for
1979. The rates used reflect the expected (market) rates of return during the periods of benefit
deferral as required by Financial Accounting Standards Board Statement No. 36. These rates are
approximately equivalent to rates established by the Pension Benefit Guarantee Corporation, a non
profit Federal Government Corporation within the Department of Labor.
ALLIED CHEMICAL CORPORATION
Notes to Financial Statements
Note 1. Summary of Significant Accounting Policies
••••

Pension Expense reflects the amortization of prior service costs principally over 30 to 40 years.
The Company generally funds amounts equal to pension expense plus a portion of the accrued pension
liability based upon union contracts or actuarial studies. Accordingly, the existing accrued pension
liability provided in prior years is reduced concurrently with the amounts deposited with trustees.
Note 8. Pensions
The Company’s non-contributory pension plans cover substantially all employees. Pension ex
pense in 1980, 1979 and 1978 was $70, $62 and $51 million, respectively. In addition, the Company
recorded pension expense of $19 and $3 million for 1979 and 1978, respectively. The 1979 charge
primarily relates to discontinued operations, the Corporate reorganization and disposals of operating
assets.
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The Company uses the services of enrolled actuaries to calculate the amount of annual contri
butions to plan trustees. The actuaries estimate that the net assets held by trustees will provide for the
actuarial present value of vested benefits generally during the 30-year amortization period for prior
service costs.
A comparison of accumulated plan benefits, calculated primarily using a rate of return of eight
percent, and plan net assets (including accrued pension obligations) for the Company’s defined benefit
pension plans is presented below:

Actuarial present value of accumulated plan benefits:
Vested plan benefits
Nonvested plan benefits
Net assets available for plan benefits:
Net assets held by trustees
Accrued pension obligations

January 1
1980*
1979
$716
54
$770

$449
25
$474

$484
$283
111
73
$595
$356
*Includes amounts for Eltra Corporation, acquired in the third quarter of 1979, of $189 and $26
million, calculated using a six percent rate of return, for vested and nonvested plan benefits and $130
million of net assets held by trustees as of October 1, 1979.
MONSANTO COMPANY
Notes to Financial Statements
Pension Plans
Most Monsanto employees are covered by noncontributory pension plans. The expense related to
these plans was $97.7, $92.3 and $84.2 in 1980-1978, respectively. These amounts include charges
applicable to current service and amortization of unfunded prior service costs over periods generally
ranging from 10 to 30 years. It is Monsanto’s policy to fund pension costs accrued.
Certain changes in the actuarial assumptions for Monsanto’s major pension plans were approved
in 1980 and became effective on January 1, 1980. These changes were adopted to reflect more current
assumptions with respect to projected future events and conditions. All actuarial assumptions were
reviewed and most were changed to some extent. The major assumptions changed were those with
respect to the investment rate of return and the annual rate of increase in salaries. The investment
return assumption was changed from the 7.0 percent that had been used for prior years to 7.5 percent
for 1980. The salary increase assumption was changed from a uniform 6.0 percent for prior years to a
set of age-dependent assumptions which had an overall average of 6.5 percent for 1980. Monsanto also
increased the contribution for one major pension plan to the maximum deductible amount for tax
purposes. The net effect of these changes was to decrease 1980 pension expense by approximately
$1 .0.

Estimated benefit and asset information for plans representing 96 and 97 percent of total pension
expense for 1980 and 1979, respectively, is presented below on an aggregate basis as of December 31
of each year. Net assets were measured at market value at those dates and year-end accumulated
benefits were estimated from actuarial valuations made earlier in the year. Subsequent to December
31, 1980, increased benefit levels under the Company’s major domestic plans were approved. Amounts
presented below do not include the effect of these increases.
_______________________________________________________________ 1980_________1979
Actuarial present value of accumulated plan benefits:
V ested..................................................................................................... $ 775.5
$863.3
Nonvested...............................................................................................
114.7
28.9
Total .................................................................................................... $ 890.2
$892.2
$1,260.3
$957.8
Net assets available for benefits.
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CELANESE CORPORATION
Notes to Financial Statements
R. Retirement Income Plans
The Corporation has various retirement income plans covering substantially all employees. The
expenses of these plans are determined and funded based on the entry-age normal cost actuarial
method. All plans, except the Executive Pension Plan, are fully funded with respect to the present
value of accumulated benefits. Actuarial assumptions used in the valuation of the plans are reviewed
periodically and revised as required to reflect inflationary expectations and other changes.
Principal assumptions and the period over which prior service costs are amortized for the U.S.
plans are as follows:
1976-78
1979-80
Investment return.........
6.0%
6.75%
Pay increase - salaried..
8.5%
6.25%
- hourly....
7.0%
6.25%
Average retirement age
65 years
63 years
Turnover .......................
Current experience
Prior service costs.........
20 years
15 years
The net effect of the above changes in 1979 was to reduce pension expense by $12 million and
increase net income by 42¢ per share, or $6 million. In the same year, retirement benefit im
provements in the largest plan increased pension expense by $14 million and reduced net income by
45¢ per share, or $7 million. In 1978, plan changes and Social Security law amendments increased
pension expense by $6 million and reduced net income by 20)6 per share, or $3 million.
Amounts charged to operations were:
_______________________________ 1976________1977_______ 1978______ 1979_______ 1980
U.S................................................. $ 19
$ 19
$ 28
$ 37(a)
$ 43(a)
Non-U. S.........................................
2_______ __2__________2__________3__________ 3 _
Total.......................................... $ 21________$21_______$30______ $40_______ $ 46
(a) Includes charges for unfunded plans of $1 million in 1979 and $3 million in 1980.
Assets of the U.S. plans, which are not the property of the Corporation, are held in trust at Chase
Manhattan Bank. Employee funds, accumulated principally during the time most plans were on a
contributory basis, are held by Prudential Insurance Company of America (Prudential). Assets are
managed by Fred Alger Management, Alliance Capital Management Corporation, Bankers Trust
Company, Neuberger & Berman Pension Management, Prudential, Roulston & Company, and Wells
Fargo Investment Advisors. Summarized financial information of the U.S. plans at market value is as
follows:
1980
1976
1977
1978
1979
Financial position at December 31:
$124
$348
Equities ................................... $129
$133
$234
44
Fixed income.............................
52
56
59
63
44
Real estate................................
14
16
18
25
10
46
Other assets..............................
16
46
14
Sub-total ..............................
197
208
253
497
336
20
Employee funds........................
23
22
23
22
$517
Plan assets............................. $220
$230
$276
$358
Changes in plan assets:
Contributions ........................... $ 19
$ 28
$ 75(a)
$ 19
$ 36
Distributions ............................
(4)
(5)
(9)
(5)
(7)
31
93
Investment gains/(losses).........
23
53
(4)
Net change............................ $ 46
$ 46
$159
$ 10
$ 82
Total payments to retirees (b).... $ 8
$ 8
$ 8
$ 10
$ 11
(a) Includes prepayment of $35 million.
(b) Includes payments by an insurance company from annuities purchased in prior years.
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A comparison of plan assets above with the present value of accumulated benefits for funded U.S.
plans at December 31, based on the investment return assumptions above, follows:
_______________________________ 1976_______1977_______ 1978________ 1979_______1980
Plan assets..................................... $220
$230
$276
$358
$517
Accumulated benefits:
Vested ......................................
133
189
217
236
292
Non-vested ...............................
12________ _16__________13_________ 11_____ 15
Total......................................
145________ 205________ 230________ 247_______ 307
Assets over benefits.................... $ 75
$ 25
$ 46________ $111______ $210
The actuarial unfunded prior service costs at December 31, 1980, amounted to $129 million. This
measurement, which is used in the determination of annual pension expense, differs from the table
above because it considers expected future salary increases and service, and assets are valued on an
actuarial basis. At December 31, the market value of plan assets exceeded the actuarial value by $107
million.
PFIZER, INC.
Notes to Financial Statements
Pension Plans
The Company and its subsidiaries throughout the world maintain pension plans covering substan
tially all of their eligible employees on a contributory or non-contributory basis. Effective January 1,
1980 and January 1, 1978 certain of the provisions of the Company’s non-contributory retirement
annuity plan covering most of the employees in the United States were amended, the effect of which
was to increase the Company’s contribution by approximately $1.4 million in 1980 and $6.0 million in
1978.
Total pension expense, including amortization of prior service costs generally over 30 years,
amounted to approximately $40.0, $38.8 and $35.0 million in 1980, 1979 and 1978, respectively.
For the Company’s domestic defined benefit pension plans, the actuarial present value of accumu
lated plan benefits as of the most recent actuarial valuation date, using an average assumed rate of
return of 8½%, equal to the Pension Benefit Guaranty Corporation average discounting rate during
1980, was:
(millions of dollars)
January 1,_______________________________________________________________________ 1980
Actuarial present value of accumulated plan benefits:
Vested
$199.4
Non-Vested _________________________________________________________________ 20.4
Total
$219.8
Had these benefits been calculated on a basis consistent with the historical funding rate of the
Company’s major domestic non-contributory retirement annuity plan for the ten years ended as of the
most recent valuation date, an average assumed rate of return of 6% would have been used to value
accumulated plan benefits. Under this assumption, the actuarial present value of accumulated plan
benefits were:
(millions of dollars)
January 1,_________________________________________________ 1980_______ 1979_______1978
Actuarial present value of accumulated plan benefits
Vested
$261.9
$231.5
$219.0
Non-vested_______________________________________________ 32.4________29.3_______27.8
Total
$294.3
$260.8
$246.8
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These amounts have been calculated in accordance with Financial Accounting Standards Board
Statement No. 36 and therefore do not give recognition to future salary increases and their effect on
accumulated plan benefits. Net plan assets available for benefits were $217.5, $172.9 and $148.7
million as of January 1, 1980, 1979 and 1978, respectively.

The Company has determined that the unfunded vested liability of its international pension plans
at the beginning of 1980 amounted to approximately $5 million. The net contributions under these
plans generally reflect all costs incurred, giving due recognition to prior service costs and the long
term nature of pension plans.
ROHM AND HAAS COMPANY
Summary of Significant Accounting Policies
••••
Pension Plans
Pension expense is actuarially computed and is funded as accrued.
••••
Notes to Financial Statements
(8) Pension Plans
The company and certain consolidated U.S. subsidiaries maintain non-contributory defined bene
fit pension plans covering substantially all their employees meeting age and length of service require
ments. Pension expense determined in accordance with plan provisions and pursuant to ERISA
regulations is presented below. The company’s foreign pension plans are not significant, do not report
pursuant to ERISA, and do not otherwise determine the actuarial value of accumulated benefits or
plan assets available for benefits.
Pension expense
Continuing U.S. operations
Total U.S. operations
Pension benefit payments

1980_______ 1979_______ 1978
(thousands of dollars)
$33,310
33,310
18,200

$30,479
30,479
13,600

$25,562
25,812
12,400

Statement of Financial Accounting Standards No. 36, issued in May, 1980, requires the disclosure
of plan net assets available for benefits compared to the actuarial value of accumulated plan benefits,
using assumed rates of return, reflective of expected rates of return during the periods for which
payment of benefits is expected to be made, and consistent with returns realistically achievable based
on plan assets and plan investment policies. This disclosure thus compares, as of a specific date, the
current value of fund assets versus the value of anticipated future payments to employees by the plan
for employee services provided prior to this specific date. Under such guidelines, the following is
presented as of December 31, 1979.
Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Total
Net assets available forbenefits at marketvalue
Weighted average assumed rate of return used in determining
the actuarial present valueof plan benefits

(thousands of dollars)
$251,200
2,200
$253,400
$283,200
7.75%

Actuarial assumptions for funding purposes differ from the above SFAS No. 36 disclosures.
Funding actuarial valuations are based on the entry age normal method. Principal actuarial assump
tions are a 7% investment return, a 6% wage and salary increase annually, and an average retirement
age of 62. The wage and salary assumption was increased in 1979 from 5¼% in 1978. This change in
actuarial assumptions increased total U.S. 1979 pension expense by $2,000,000. Unrealized market
value gains and losses on the equity portion of the company’s pension fund are averaged over five
years for actuarial purposes. Unfunded liabilities are amortized over periods ranging from 15 to 40
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years. The plan benefits and unfunded vested benefits are estimated for the year 1980, and the 1979
figure has been revised to reflect final actuarial calculations.
1980
Plan assets
Market value
Actuarial value
Plan benefits
Vested
Nonvested
Unfunded vested benefits

1979
1978
(thousands of dollars)

$357,700
307,100

$283,200
263,000

$232,600
226,100

306,300
1,800
—

275,300
1,300
12,300

250,600
1,400
24,500

Petroleum and Rubber
CONOCO INC.
Notes to Financial Statements
Note 8—Employee Benefits
The Company and certain of its subsidiaries have retirement plans covering substantially all
employees not covered by various union or industry retirement plans. The plans are funded based on
pension costs accrued. Total pension expense under the plans was $52,377,000 in 1980, $42,960,000 in
1979, and $37,795,000 in 1978. Under the two principal plans, on a combined basis, the actuarial present
value of vested and nonvested accumulated benefits at January 1, 1980 was $267,886,000 and
$23,421,000, respectively, based on employees’ history of pay and service and other appropriate
factors at that date and an assumed rate of return of 8%. The net assets of the two principal plans
available for benefits at January 1, 1980 amounted to $449,604,000. Conoco’s funding of these plans
takes into account projected salary increases that are not reflected in the above-mentioned accumu
lated benefit amounts. The remaining plans are not material in the aggregate.
A subsidiary of the Company, Consolidation Coal Company (Consol), under a contract with the
United Mine Workers of America (UMWA), makes contributions based on coal production and hours
worked into two multiemployer pension plans maintained for the benefit of union employees. Total
pension expense, representing amounts paid and accrued by Consol, aggregated $55,353,000 in 1980,
$61,361,000 in 1979, and $47,842,000 in 1978.
The Employees’ Retirement Income Security Act of 1974 (ERISA), as amended in 1980, imposes
certain liabilities on contributors to multiemployer pension plans, such as the UMWA plans, in the
event of contributor withdrawal. A withdrawing contributor to the UMWA plans would be liable for
an allocated share of the plans’ total unfunded liabilities for vested benefits. Generally, this share
would be proportionately determined by the contribution rate of each employer required to meet
applicable ERISA funding standards, and would be payable over an extended period. For one of the
plans, special rules apply to an employer who withdraws after December 31, 1983, which would reduce
liability for withdrawing if certain conditions occur as a result of withdrawals of employers during any
plan year commencing after January 1, 1980.
Consol’s contributions to the UMWA plans over the five-year period ended June 30, 1980, as a
percentage of total industry contributions, have approximated 12% for one plan and 10% for the other.
At July 1, 1980, the date of the latest actuary’s valuation of the plans, these percentages of the
actuarial present value of vested and nonvested accumulated benefits for the two plans combined
(assuming a 5.5% rate of return) approximated $492,000,000 and $9,000,000, respectively, while these
percentages of the net assets available for benefits approximated $117,000,000.
Consol is liable under the Federal Coal Mine Health and Safety Act of 1969 for medical and
disability benefits to employees and their dependents resulting from occurrences of Coal Workers’
Pneumoconiosis disease in employees. The estimated costs of the benefits actuarially determined are
being provided over the remaining service lives of present employees. Such amounts were
$30,171,000, $24,615,000, and $32,079,000, respectively, in 1980, 1979, and 1978.
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GULF OIL CORPORATION
Notes to Financial Statements
••••

Note 11—Pension Plans
The Company has various pension plans covering substantially all of its employees. The provi
sions for the cost of these pension plans charged to income for the years 1980, 1979 and 1978 were
$188, $161 and $144 million, respectively.
The Company’s principal plan, the Gulf Pension Plan, covers the majority of its U.S. employees.
A summary of changes in the net assets, including receivables from the Company, for this Plan during
1980, 1979 and 1978 follows:
Millions of Dollars
Year Ended
December 31
1980
1979
1978
Net assets at January 1, at cost........................... .................. $1,052
$ 942
$ 863
Company contributions.............................................................
127
110
100
Fund income..............................................................................
92
72
42
Benefits paid..............................................................................
(72)
(63)
(76)
$1,052
Net assets at December 31, at cost........................................ $1,195
$ 942
$1,082
Market value at December 31.................................................. $1,324
$ 955
A comparison of accumulated plan benefits and plan net assets at market for the Company’s
defined benefit pension plans at December 31, 1980, is presented below:

Gulf Pension Plan..............................
Other domestic defined
benefit pension plans......................

Millions of Dollars
Actuarial Present
Value of Accumu
lated Plan Benefits
Vested
Non-Vested
Total
$ 956
$ 60
$1,016
104
$1,060

5
$ 65

109
$1,125

Net Assets
Available For
Plan Benefits
$1,324
129
$1,453

The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits for the Gulf Pension Plan and other domestic plans was 8.9 percent which represents the
current projection rate equivalent to the Pension Benefit Guaranty Corporation’s rate table. In
accordance with Statement No. 35 of the Financial Accounting Standards Board, projected salary
increases are not taken into consideration in the calculation of the present value of accumulated plan
benefits. Had salary projections been included, the actuarial present value of vested and non-vested
benefits for the Gulf Pension Plan at December 31, 1980, would have been $1,294 and $122 million,
respectively.
The Company’s foreign pension plans are not required to report to certain governmental agencies
pursuant to the Employee Retirement Income Security Act of 1974 and do not otherwise determine
the actuarial value of accumulated benefits or net assets available for benefits as disclosed above. The
actuarially computed value of vested benefits under the pension plan of Gulf Canada exceeded that
plan’s assets by approximately $34 million at December 31, 1980. For the Company’s other foreign
plans, the market value of the plans’ assets at December 31, 1980, exceeded the actuarially computed
value of vested benefits.
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QUAKER STATE OIL REFINING CORPORATION
Notes to Financial Statements
8. Employee Retirement and Benefit Plans
Quaker State and subsidiaries have pension plans covering substantially all of their employees
except those covered by the plan of the United Mine Workers of America, applicable to the Valley
Camp Coal Company. Total pension expense under the Company’s plans was $5,585,000, $4,511,000
and $3,194,000 in 1980, 1979 and 1978, respectively, which includes amortization of prior service cost
over a ten-year period. The Company policy is to fund pension costs accrued.
An actuarial valuation was performed as of July 1, 1980 for Quaker State’s plans and January 1,
1980 for the plans of its principal subsidiaries. Based on these actuarial reports, the accumulated plan
benefits and plan net assets of the Company’s defined benefit plans are summarized below:
Thousands of Dollars
1980
Actuarial present value of accumulated plan benefits:
Vested ...............................................................................................
$41,800
Non-vested .......................................................................................
4,000
$45,800
Net assets available for benefits.........................................................
$48,770
In determining the actuarial present value of accumulated plan benefits, a weighted average assumed
rate of return of 6.5 percent was utilized.
Payments to the plan administered by the United Mine Workers of America made under contract
stipulations, based on tonnage produced and hours worked, were $7,378,000 in 1980, $7,696,000 in
1979, and $4,559,000 in 1978. Under the Employees Retirement Income Security Act (ERISA), a
contributor to a multi-employer pension plan, such as the UMWA plan, may be liable in the event of
plan termination for the pension benefits guaranteed by ERISA. The amount of these benefits would
be in proportion to the contributor’s payments to the plan for the five preceding years as compared
with all contributions to the plan. Payments for any liability would probably be made over an extended
period of time and the Company believes it would not have a material impact on the Company’s
financial position or results of operation.
••••

CITIES SERVICE COMPANY
Notes to Financial Statements
8. Pension Plans
The Company and its subsidiaries have noncontributory pension plans covering substantially all
employees. Total pension expense, including the amortization of past service costs, most of which are
being amortized over a period of approximately 30 years, was $43.1 million for 1980, $37.7 million for
1979 and $33.2 million for 1978. Increases in pension expense were due principally to increased payroll
and plan amendments. Pension cost is funded as accrued.
The actuarial present value of accumulated benefits to participants of the plans and the net assets
available for those benefits at the most recent actuarial valuation date (January 1 , 1980) are as follows.
($ millions)
Actuarial present value of accumulated plan benefits
Vested ............................................................................................................................................. 363.5
Nonvested ..................................................................................................................................... 34.8
Total............................................................................................................................................. 398.3
Net assets available for benefits..........................................................................................................517.8
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The average rate of return assumed in determining the actuarial present value of accumulated
plan benefits was eight percent.
Company contributions are based on a projected benefit actuarial cost method which recognizes
future plan benefit increases expected to result from future increases in members’ salaries. This
contribution method results naturally in the accumulation of funds which exceed the present value of

accumulated plan benefits. In accordance with FASB Statement No. 36, the calculation of the present
value of accumulated plan benefits shown above does not include provision for future salary increases.
The Company also made voluntary supplementary pension payments to retired employees of $4.3
million in 1980 and $1.7 million in both 1979 and 1978.
THE GOODYEAR TIRE & RUBBER COMPANY
Accounting Policies
• • • •

Pensions
The Company’s general policy is to fund pension costs accrued including, as to the principal plans,
amortization of past service cost over 25 year periods.
••••

Notes to Financial Statements
Pensions
The Company and its domestic and foreign subsidiary companies have a number of pension plans
covering substantially all employees. Total pension expense for 1980,1979 and 1978 was $148,127,000,
$144,578,000 and $127,309,000, respectively. The increase in 1980 is primarily due to the full year
effect in 1980 of benefit improvements made during 1979, partially offset by the recognition of favor
able investment results. Improvement in benefits was the principal reason for the increase in 1979
over 1978. A provision for unfunded vested benefits relating to employees whose service terminated in
connection with plant closings has been included in plant closure costs.
(In thousands)
Actuarial present value of accumulated domestic plan benefits
calculated, using an 8.5% rate of return, as of December 31, 1980:
Vested
Current employees............................................................................................................ $ 699,150
Retirees ............................................................................................................................
556,400
Former employees.......................................................................................................
12,950
1,268,500
Nonvested ............................................................................................................................
140,050
$1,408,550
Net assets available for benefits at December 31, 1980...................................................... $1,325,258
The rate of return used in determining the actuarial present value of accumulated plan benefits is
the rate assumed applicable to market values on December 31, 1980.
With respect to the Company’s foreign plans, it is not practicable to determine the information as
disclosed above. At December 31, 1980, the actuarially computed value of unfunded vested benefits
for these plans was $18,724,000 ($15,936,000 in 1979).
EXXON CORPORATION
Notes to Financial Statements
9. Annuity and Other Reserves
Annuity reserves amounted to $875 million and $991 million at December 31, 1979 and 1980,
respectively. Employee service and separation payment reserves amounted to $153 million and $173
million at December 31, 1979 and 1980, respectively. Other reserves totaling $386 million and $728
million at December 31, 1979 and 1980, respectively, covered numerous items, including site restora
tion.
Under U.S. annuity plans, benefits to former employees and their beneficiaries are paid primarily
from funds which have been provided by the corporation to outside trustees and insurance companies.
Such funding by the corporation corresponds to annuity cost charged against earnings and takes into
account actuarial estimates which indicate the amount of assets the trustees and insurance companies
would need to hold currently to be able to meet projected benefits from the future income and sales
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proceeds of those assets. For these estimates, the average assumed future rate of return on assets
was 6.8 percent as of year-end 1979 and 7.7 percent as of year-end 1980. On these assumptions the
following table shows the assets which would have been required to provide for future benefits
projected as of the end of 1979 and the end of 1980. The required asset amounts were calculated to
equal the estimated present value on those dates of projected benefits.
Domestic Annuity Plans, as of:
Assets available for benefits
Assets required to provide funds for
future payment of:
—Projected benefits payable in the
absence of any future employ
ment service by the recipients
—vested
—nonvested
—Additional projected benefits
related to past service but
dependent on continued service
and projected future salary
increases
Total
Excess of assets available

Dec. 31, 1980
Dec. 31, 1979
(millions of dollars)
$3,449
$2,633

2,224
128

2,420
118

736
3,088
$ (455)

632
3,170
$ 279

Under annuity plans outside the U.S., obligations for projected benefits are also determined
using actuarial estimates. Benefits to former employees and their beneficiaries are paid either directly
by affiliates, representing amounts previously provided as book reserves, or from funds provided to
outside trustees and insurance companies. A comparison of assets available for benefits with amounts
which would have been required to provide for future benefits projected as of the end of 1979 and the
end of 1980 is presented below. The assumed future rate of return on the required assets varies from
plan to plan, and ranged from 4 to 15 percent in both 1979 and 1980.
Foreign Annuity Plans, as of:
Assets available for benefits
including book reserves
Assets required to provide for future
payment of:
Projected benefits payable in the
absence of an future employ
ment service by the recipients
—vested
—nonvested
—Additional projected benefits
related to past service but
dependent on continued service
and projected future salary
increases
Total
Excess of projected benefits

Dec. 31, 1980
Dec. 31, 1979
(millions of dollars)
$2,512
$2,070

1,515
224

1,791
243

869
2,608
$ 538

1,103
3,137
$ 625

The charges to consolidated income for the domestic and foreign annuity plans were $391 million,
$546 million and $713 million for the years 1978, 1979 and 1980, respectively.
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GAF CORPORATION
Notes to Financial Statements
8. Retirement Plans
The cost of employee retirement benefits for continuing operations was $9,806,000 in 1980,
$8,613,000 in 1979, and $8,659,000 in 1978. At December 31, 1980, the estimated unfunded prior
service cost was $29,958,000. A comparison of the accumulated Plan benefits and Plan net assets for
the company’s domestic defined benefit plans is presented below.
Dollars in Thousands
December 31,_______________________________
1980
1979
1978
Actuarial present value of accumulated Plan benefits:
Vested
$227,609 $214,759 $204,226
Non-Vested
10,303
10,553
12,419
Total
$237,912 $225,312 $216,645
Plan assets available for benefits
$179,479 $151,743 $145,831
The weighted average assumed rate of return used in determining the actuarial present value
of accumulated Plan benefits was 6% in each year. The benefit information was determined as of
January 1, 1980, 1979, and 1978.
ARMSTRONG WORLD INDUSTRIES, INC.
Financial Review
Employee Compensation
cost summary

1980
(000)

Wages and salaries, including vacations
and holiday pay.................................................................... . $366,452
Social security and other payroll taxes..................................
28,939
19,107
Pension costs.............................................................................
Medical, hospitalization, accident, life insurance,
22,259
and other benefit costs.........................................................
Total.......................................................................................... . $436,757

1979
(000)

1978
(000)

$369,303
29,418
19,612

$334,710
26,405
15,205

22,461
$440,794

17,707
$394,027

Average total employment of 22,645 in 1980 compares with 23,835 in 1979 and 23,876 in 1978.
Pension Costs
The Company and most of its subsidiaries have pension plans covering substantially all em
ployees. Pension costs charged to operations totaled $19.1 million in 1980, $19.6 million in 1979, and
$15.2 million in 1978. Costs decreased between 1980 and 1979 primarily because of experience factors
better than actuarially assumed. This reduction was partially offset by increases in member earnings
and a full year’s cost of increased benefits to retirees. The 1979 costs were higher than those of 1978
due to the effects of a full year’s funding of 1978 plan enhancements, increases in member earnings,
and increases in benefits to retirees.
Pension costs consist of actuarially determined current service costs and amounts necessary to
amortize prior service obligations over periods ranging up to 30 years. The Company generally funds
these pension costs currently.
A new requirement of the Financial Accounting Standards Board (Statement No. 36) calls for a
comparison of the market value of plan net assets with the actuarially determined present value of
“accumulated benefits.” In contrast to previous benefit calculations, which included only vested
amounts for active employees and for those no longer actively employed, “accumulated benefits”
under this method also include nonvested amounts earned.
The table below compares the market value of plan net assets with the actuarially determined
present value of liabilities under the two methods separately defined above. The table covers only the
United States-based employees, as the Company’s foreign pension plans are not required to report to
governmental agencies pursuant to ERISA. Management believes that there are no substantial un
funded liabilities in the foreign plans under either method described above.
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Comparative pension information

Financial Accounting
Standards Board
(Statement No. 36)
______requirement
At January 1_____________________________________ 1980_______
( 000)
Plan net assets at market value........................
$234,513
Actuarially computed present value of:
Vested benefits based on 1979 method
(APB No. 8).................................................
—
Vested benefits based on SFAS No. 36.......
244,496
Nonvested benefits..........................................
8,074
252,570
Excess of present value of benefits
over plan net assets.........................................
$ 18,057

Previous benefit
calculations
(APB No. 8)
1980_______ 1979

(000)

(000)

$234,513

$200,611

243,874

228,245

243,874

228,245

$ 9,361

$ 27,634

Note:
Present value amounts are based on an assumed rate of return of 6%.

Primary and Fabricated Metals
REPUBLIC STEEL CORPORATION
Notes to Financial Statements
Note G—Pensions
Pension Costs:
Republic and its subsidiaries have various pension plans covering substantially all employees.
Annual pension costs consist of current service cost plus amortization of prior service costs over
periods of no more than 30 years. The Corporations’ policy is to fund pension costs currently. The
Corporation’s consulting actuaries use many interdependent assumptions, which are adjusted periodi
cally for experience, to determine pension costs and funding requirements. Current assumptions
include use of a 6 percent interest rate.
Current Financial Evaluation:
Requirements were recently prescribed by the Financial Accounting Standards Board as part of
an ongoing effort to make pension disclosures more useful. The following disclosures present informa
tion as of a specific benefit information date (December 31, 1980), reflecting the estimated present
value of future benefit payments attributable to employees’ service rendered only to that date. Future
wage and salary changes are excluded and future years of service are considered only to determine
expected eligibility for particular types of nonvested benefits. The asset information provides an
indication of the existing means by which the plans may provide for payment of benefits when due.
Actuarial present value of accumulated plan benefits:
Vested ........................................................................
Nonvested ...................................................................
Assets available for benefits (market value)...............

December 31, 1980______
(Thousands of Dollars)
$1,124,000
66,000

$1,190,000
$ 901,000

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 9 percent, which approximates the interest rate used by the Pension
Benefit Guaranty Corporation (to value immediate annuities) and is compatible with the rate of return
achieved in recent experience. As an indication of the sensitive effect of this assumption, consulting
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actuaries estimate that the excess of actuarial present value of accumulated plan benefits over existing
plan assets could be eliminated if the assumed rate of return would be increased to approximately 13
percent.
UNITED STATES STEEL CORPORATION
Notes to Financial Statements
1. Summary of Principal Accounting Policies
••••

Pensions
Non-contributory pension provisions of the U.S. Steel Plan for Employee Pension Benefits cover
substantially all employees and, in addition, participating salaried employees are covered by contribu
tory pension provisions.
Pension costs under this plan are determined by an independent actuary based upon an acceptable
actuarial method and various actuarial factors which, from time to time, are adjusted in light of actual
experience. Pension costs reflect current service and amortization of the frozen initial unfunded
accrued liability over periods of up to 25 years. The funding policy provides that payments to the
pension trusts shall be equal to the minimum funding requirements of ERISA plus additional amounts
which may be approved from time to time.
••••

12. Pension Costs—
(In millions)
Company sponsored plans—domestic (a)
Other (including multi-employer plans)
Total

1980
$309.5
37.6
$347.1

1979
$353.5
36.0
$389.5

1978
$331.7
32.0
$363.7

(a) Year 1979 excludes estimated costs attributable to shutdown of facilities. The reduction in
1980 costs vs. 1979 resulted principally from decreased payrolls. Pension costs for 1980 do not include
increased pension benefits negotiated and effective in August 1980. Costs in 1979 increased over 1978
principally from higher payrolls coupled with an increase in non-contributory pension benefits
negotiated in 1977.
(In billions)
Estimated actuarial present value of accumulated plan
benefits—company sponsored domestic plans (a):
Vested
Non-vested
Total
Assumed rate of return (b)
Net assets available for benefits (current value)
Ratio of assets to accumulated Plan benefits (b)

December 31
1980
1979
$5.5
.3
$5.8
10%
$6.1
105%

$4.8
.3
$5.1
9%
$5.1
100%

(a) Estimated value as of December 31 of each year and including benefit improvements effective
August 1, 1980.
(b) Increasing the indicated rate of return by 1 percent would increase the ratios by about 8
percentage points.
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INLAND STEEL COMPANY
Statement of Accounting and Financial Policies
••••

Benefits for Retired Employees
Pension benefits are provided by the Company to substantially all employees under trusteed
non-contributory plans. Life insurance and certain medical benefits are provided for retired em
ployees.
The estimated costs of pension and life insurance benefits are determined annually by consulting
actuaries, while the costs of medical benefits are recognized as incurred. Pension costs, representing
normal costs, interest on unfunded prior service costs and amortization of unfunded prior service costs
on bases up to 40 years, are funded in trusts established under the plans. Accrued life insurance costs,
which are not funded, are included in the caption “Deferred Employee Compensation and Benefits” in
the accompanying Consolidated Balance Sheet.
••••

Notes to Financial Statements
Note 7/Retirement Benefits
Pension costs of $76,828,000 in 1980, $67,021,000 in 1979, and $67,798,000 in 1978, represented
estimated normal cost, interest on unfunded prior service costs and amortization of unfunded prior
service costs on bases up to 40 years as determined by consulting actuaries. Pension costs for years
prior to 1980 were funded on a current basis. The pension costs for 1980 are expected to be funded in
1981.
Pension costs for 1978 included a supplemental contribution of $5,000,000 for prior year service
costs. The increase in pension costs for 1979, after eliminating the $5,000,000 supplemental contribu
tion in 1978, resulted from improved benefits and higher employee earnings. The increase in pension
costs in 1980 was based on improved benefits, increased interest on funding obligations and revised
actuarial assumptions.
At December 31, 1980, the Inland Steel Company Pension Trust had assets, including a receiva
ble from the Company of $76,573,000, with a total market value of $817,500,000. In addition, approxi
mately $13,400,000 was held by The Equitable Life Assurance Society of the United States under
annuity contracts. The actuarial present value of accumulated plan benefits and net assets available
for benefits as of the latest actuarial benefit determination date follow:
January 1
1980
1979
Vested benefits
$695,148,000
$760,854,000
Non-vested benefits
$117,259,000
$134,591,000
Net assets available for benefits _______________________$645,000,000______$527,500,000
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 7.5% in 1980 and 6% in 1979. These rates are the actuarial interest rate
assumptions used in those respective years to value the earnings growth of the trust assets. The rate
was increased in 1980 to take recognition in part of increased returns earned on the trust assets in
recent years. Had the 7.5% rate been used in 1979, the present value of the vested and non-vested
benefits would have been $639,890,000 and $112,342,000 respectively. If an annual rate of return of
9.9% were assumed, trust assets would equal the accumulated plan benefits at January 1, 1980.
The cost of life insurance benefits for retired employees, also determined by consulting actuaries,
was $8,267,000 in 1980, $5,976,000 in 1979, and $5,301,000 in 1978. The cost of medical insurance
benefits for retired employees was $5,665,000, $3,696,000, and $2,443,000 for those years. On August
1, 1979, a substantially larger number of retired employees became eligible for medical insurance
benefits as a result of the adoption of provisions for certain coverage after the age of 65.
BETHLEHEM STEEL CORPORATION
Notes to Financial Statements
A. Accounting Policies
••••

Pensions—Bethlehem’s Pension Plan is a non-contributory defined benefit plan that provides
pension and certain survivor benefits for substantially all employees. Pension costs include current
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service costs, which are accrued and funded on a current basis, and prior service costs, which are
amortized and funded over periods of not more than 30 years. Pension costs are determined by an
entry age normal actuarial cost method, using a frozen unfunded prior service liability. Current
service costs include adjustments for differences between actuarial assumptions and actual experi
ence. Actuarial assumptions are reviewed periodically and revised as appropriate.
••••

K. Pensions
Pension expense for the pension plans of Bethlehem and its subsidiaries was $308.7 million in
1980, $289 million in 1979 and $273.9 million in 1978. In addition, payments of $20.4 million, $23.7
million and $17.1 million were made to multiemployer pension plans in 1980, 1979 and 1978, respec
tively, under the provisions of various labor contracts.
Statement of Financial Accounting Standards No. 35, “Accounting and Reporting by Defined
Benefit Pension Plans”, established, in 1980, standards to be used in computing the actuarial present
value of accumulated plan benefits for purposes of public disclosure. One of these standards involves
the use of actuarial assumptions that are significantly different than those that Bethlehem has been
using for pension accounting, funding and disclosure purposes. The primary difference lies in the
selection of a market related assumed rate of return for discounting accumulated pension benefits. In
accordance with the Statement’s criteria, Bethlehem, in conjunction with its independent actuaries,
has determined that a rate of 10% is appropriate.
Using the 10% assumption, the actuarial present value of accumulated plan benefits at January 1,
1980, was $2,455.2 million of which $2,373 million represented vested benefits. Based on the 7%
assumption that Bethlehem has used in the recent past for accounting, funding and disclosure pur
poses, the actuarial present value of accumulated plan benefits at January 1, 1980, was $3,168 million
of which $3,039 million represented vested benefits.
Bethlehem’s share of the unfunded liability related to multiemployer plans, if any, is not deter
minable.
Net assets available for benefits, at approximate market value on January 1, 1980, were $1,952.8
million, which included pension accruals included in the long-term liability for closedown costs.
The net assets available for benefits at January 1, 1981 and 1980 were comprised of the following:
_______January 1,
1981
1980
(dollars in millions)

Assets in Trust Fund (at approximate market value):
Equity securities..................................................................................... $1,492.7
Fixed income securities.........................................................................
546.4
Other ......................................................................................................
61.7
Total assets.......................................................................................... $2,100.8
Pension portion of liability for closedown costs...................................... $ 303.4
Net assets available for benefits............................................................... $2,404.2

$1,079.2
518.7
37.5
$1,635.4
$ 317.4
$1,952.8

The changes in the Trust Fund assets during 1980 and 1979 were as follows:

Company contributions......................................
Income from investments..................................
Net appreciation in fair value of investments,
including realized gains and losses...............
Pension payments...............................................

Year Ended December 31,
1980
1979
(dollars in millions)
$ 320.2
$ 324.6
108.6
87.2
294.6
(258.0)
$ 465.4

141.3
(230.0)
$ 323.1
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H. K. PORTER COMPANY, INC.
Notes to Financial Statements
Pensions
The Company and its subsidiaries have pension plans that cover substantially all employees.
Funded pension expense is actuarially determined and includes current service and the amortization
of past service costs over ten years. The total pension expense charged to income was $13,283,000 in
1980, $13,899,000 in 1979 and $12,200,000 in 1978. The 1979 increase in pension expense was due to
increased benefits and a provision for past service pension liability for closed plant facilities. In 1979,
assumptions for future salary and wage rates were increased, and pension trusts’ earnings rates were
raised to 7 percent bringing these factors more in line with current experience. None of these changes
had a significant effect on the 1980 and 1979 expense provisions.
A comparison of accumulated plan benefits and plan net assets for all of the Company’s domestic
defined benefit plans is presented below:
December 31,
1980
1979
Actuarial present value of accumulated plan benefits:
Vested ................................................................................... $108,591,000
$101,114,000
Non-vested ............................................................................
8,289,000
6,793,000
$116,880,000
$107,907,000
Total fund assets at market:
$109,511,000
$ 89,745,000
While in the aggregate, pension fund assets now exceed the actuarially determined vested bene
fits, some individual plans are still in an excess benefit position which at December 31, 1980 amounted
to approximately $6,700,000 and compares to $15,400,000 at the end of the prior year.
The Company also maintains a reserve for past service pensions and other liabilities relating to
obligations and estimated expenses of terminated operations. This account balance, shown net of any
deferred tax effect, is $6,158,641 at December 31, 1980 and at the end of the prior year was $6,301,327.
ALUMINUM COMPANY OF AMERICA
Notes to Financial Statements
L. Retirement Plans
Alcoa and its subsidiaries have retirement plans covering substantially all employees, including
certain employees in foreign countries. The plans provide, in general, for monthly pensions upon
retirement at or after age 65 or earlier upon disability, incapacity, special circumstances, or with
certain minimum age and service requirements. Pension benefits generally depend upon length of
service, job grade or remuneration, and certain social security and other benefits. The costs of the
plans are borne by Alcoa and participating subsidiaries principally through contributions to trust
funds. Alcoa’s policy is to fund retirement costs accrued, including prior service costs, as actuarially
determined, based upon various factors adjusted periodically for experience.
The unit credit actuarial method is used in determining costs of substantially all plans. Unfunded
prior service costs are amortized principally over 30 years, with certain segments amortized over 10
years.
Total costs of retirement plans were $151.1 in 1980, $146.0 in 1979 and $135.3 in 1978. The 1980
increase in cost is due primarily to salary escalation. The 1979 increase in cost is due primarily to
salary escalation. The 1979 increase is due primarily to a combination of salary escalation and im
provement in benefits.
Accumulated plan benefits and net assets available for benefits under the retirement plans at the
end of each year and computed in accordance with Statement of Financial Accounting Standard No.
36, Disclosure of Pension Information, were:
December 31
1980
1979
Actuarial present value of accumulated plan benefits:
Vested
$1,013.4
$1,078.5
Nonvested
68.5
101.2
$1,081.9
$1,179.7
Net assets available for benefits
$ 995.4
$ 773.2
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The assumed rates of return used in determining the actuarial present value of accumulated plan
benefits were 10 percent for 1980 and 8.25 percent for 1979. Alcoa believes these rates represent
conservative estimates of the expected rate of return on the plan assets in the investment environ
ment at each year end.
EASCO CORPORATION
Notes to Financial Statements
Note 1—Accounting Policies and Business Segments
••••
Pensions. The company and its subsidiaries have trusteed and insured retirement plans covering
substantially all employees. It is the company’s policy to fund all pension costs accrued. During 1979,
the company changed its policy of amortizing prior service costs from 10% to 27 years. The effect of
this change was not significant.
• • • •

Note 9—Pension Plans
The company and its subsidiaries have pension plans covering substantially all employees. The
total pension cost for 1980, 1979 and 1978 was $3,776,000, $3,661,000 and $3,789,000, respectively.
The following table compares the present value of accumulated plan benefits attributable to
employees’ service rendered prior to January 1, 1980 and the market value of plan net assets for the
company’s defined benefit plans as of January 1, 1980:
Actuarial present value of accumulated benefits
Vested
$17,812,000
Nonvested_____________________________________________________ ________ 1,770,000
$19,582,000
$22,144,000
Net assets available for benefits
The assumed investment rate of return used in the determination of the above actuarial present
value of accumulated benefits for the company’s pension plans was nine percent, which represents the
estimated rate of investment return over the period for which payment of benefits is deferred. The
method and assumptions used to compute the actuarial present value of accumulated benefits vary
from those used to determine annual pension costs. Annual pension costs are computed using assumed
investment rates of return lower than nine percent and assuming future salary increases for certain
benefit plans, variations which result in a higher estimate of accumulated benefits liability than the
above.
ILLINOIS TOOL WORKS, INC.
Comments on Financial Statements
Pension Plans are maintained by the parent company and certain of its subsidiaries for substan
tially all of the Company’s employees. Pension cost amounted to $7,040,000 in 1980, $6,938,000 in 1979
and $6,743,000 in 1978, including amortization of prior service cost over a period of 30 years. The
companies fund pension costs as accrued. A change in 1979 in the actuarial assumptions used in the
parent company plan, primarily an increase in the assumed rate of return to 5.5%, reduced pension
expense in 1979 by approximately $1,100,000.
A comparison of the present value of accumulated plan benefits and plan net assets for the parent
company’s defined benefit pension plan as of the two most recent valuation dates is shown below:
January 1 January 1
1979
1980
(In thousands)
Actuarial present value of accumulated plan benefits—
$57,191
Vested........................................................................................... ......... $63,484
5,785
6,925
Nonvested..................................................................................... .........
$62,976
Total .......................................................................................... ......... $70,409
$53,234
Net assets available for benefits..................................................... ......... $64,023
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The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 5.5% in both years.
The pension plans of foreign subsidiaries are not subject to the ERISA reporting requirements
and the actuarial value of accumulated benefits and net assets available as shown for the parent
company plan above are not otherwise determined. For the foreign defined benefit plans, the total
market value of the pension funds and balance sheet accruals exceeded the actuarially computed value
of vested benefits.
THE STANLEY WORKS
Significant Accounting Policies
••••
Pension Plans
It is the policy of the Company and its subsidiaries to fund pension costs accrued under several
pension plans, covering substantially all employees in the United States, Canada and certain foreign
countries and to amortize unfunded prior service costs generally over 25 years.
••••
Notes to Financial Statements
Note H—Pension Plans
The Company has several defined benefit pension plans covering substantially all employees in
the United States, Canada, and certain other foreign countries. Total pension expense was
$16,652,000 in 1980, $14,651,000 in 1979, and $11,984,000 in 1978. Pension expense includes the
amortization of past service costs over approximately 25 years. A comparison of accumulated plan
benefits and plan net assets for substantially all of the Company’s United States defined benefit plans,
in thousands of dollars, is as follows:
1980

January 1

Actuarial present value of accumulated plan benefits
Vested..................................................................................................... $115,817
Nonvested...............................................................................................
3,305
$119,122
Net assets available for benefits............................................................... $ 81,314

1979

$95,545
3,388
$98,933
$61,746

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was approximately 6% for both 1980 and 1979.
The Company’s foreign pension plans do not determine the actuarial value of accumulated plan
benefits or net assets available for benefits as disclosed above. For those plans, the value of the
pension funds (based upon actuarial book value at the most recent valuation dates) and balance sheet
accruals exceeds the most recent actuarially computed value of vested benefits, as estimated by
consulting actuaries.

Machinery
DEERE & COMPANY
Financial Review
Pension Expense
The company has several pension plans covering substantially all of its United States employees
and employees in certain foreign countries. The cost of these plans was $143 million in 1980 compared
with $137 million in 1979. This increase resulted mainly from higher salaries and wages paid during
1980. However, plan amendments and certain changes in actuarial assumptions made in 1980 had the
effect of reducing pension costs by approximately $8.1 million. United States social security taxes of
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$70 million in 1980 and $57 million in 1979, parts of which may also be regarded as pension expense, are
not included in the amounts cited above. The pension expense provisions for the company’s pension
plans include amortization of unfunded past service costs over periods not to exceed 40 years.
United States funded pension plans are covered by the 1974 Employee Retirement Income
Security Act (ERISA). It is the company’s policy for these plans to fund pension expense accrued. A
comparison of accumulated plan benefits and plan net assets for the United States funded plans, as of
the beginning of fiscal years 1980 and 1979, is presented below in millions of dollars:
November 1
_______________________________________________________________ 1979_________1978
Actuarial present value of accumulated plan benefits:
Vested.....................................................................................................
$869
$717
Non-vested..............................................................................................
58
42
Total ....................................................................................................
$927
$759
Net assets available for benefits
including balance sheet reserve.............................................................
$792
$656
The assumed weighted average rate of return on pension fund investments used in determining
the actuarial present value of accumulated plan benefits was 8.48 percent in 1979 and 8.19 percent in
1978.
The company’s liability in the event of termination of these pension plans is governed by technical
provisions under ERISA, and is different from actuarial computed benefits above. The ERISA liabil
ity so determined at November 1, 1979, after considering plan assets and the balance sheet reserve, is
estimated at less than $50 million.
Beginning with the 1980 fiscal year, the company adopted Statement No. 36 of the FASB relating
to reporting of pension plans. With the adoption of this statement, certain changes in actuarial
assumptions have been made in the calculation of accumulated plan benefits to conform to the re
quirements of Statement No. 35 of the FASB, which established standards of accounting for pension
plans. These changes had the effect of reducing the present value of accumulated plan benefits.
Accumulated plan benefit amounts at November 1, 1979 and 1978 have been computed using the above
provisions.
Private pension plans not subject to ERISA are located primarily outside of the United States,
with the Canadian and German pension plans being the most significant. In Canada the company funds
pension expense accrued, while the German pension plan is unfunded. The actuarially computed value
of vested benefits of these plans at October 31, 1980 exceeded the total market value of trusteed
pension funds and the reserve for pensions in the balance sheet by approximately $31 million. The
similar amount at October 31, 1979 was $29 million.
COOPER INDUSTRIES, INC.
Notes to Financial Statements
Note 13 Pensions:
The Company and its subsidiaries have numerous pension plans covering substantially all United
States employees and in international locations pension or similar arrangements in accordance with
local custom. Pension expense aggregated $20,800,000 in 1980, $19,100,000 in 1979 and $10,800,000 in
1978 including, for defined benefit plans (U.S. and Canada), the amortization of past service costs over
periods of 15 to 30 years. The small increase in 1980 pension expense results from a combination of
factors including a decrease in cost resulting from an increase in the interest assumption from 5.5% to
6% for all plans except Gardner-Denver’s plans which already utilized 6%, an increase in cost resulting
from including Gardner-Denver for a full year as opposed to only eight months in 1979, and increases
in cost resulting from improved benefits in many plans. The increase in pension expense from 1978 to
1979 is almost entirely attributable to the acquisition of Gardner-Denver.
As of January 1, 1980, the date of the latest actuarial valuation, the present value of accumulated
plan benefits for the Company’s defined benefit pension plans (at the 6% interest assumption utilized
to compute pension expense) amounted to approximately $245,000,000 of which $221,000,000 is vest
ed. The assets available for benefits at that date amounted to approximately $197,000,000 leaving an
unfunded amount of $24,000,000. At an interest assumption of slightly over 8%, which the Company
considers achievable in the current economy and with the existing investments, the unfunded amount
would be reduced to zero. The actuarially computed value of vested benefits and plan assets has not
been determined for the non-defined benefit plans, although the amounts are not believed to be
significant.
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HONEYWELL INC.
Notes to Financial Statements
13. Retirement Plans
Honeywell and its domestic subsidiaries provide retirement plans for employees which are fi
nanced primarily by Honeywell contributions. Actuarially determined amounts are charged to cost
and paid to the master trust maintained in conjunction with the plans. Since the trust funds are
irrevocably devoted to service retirement benefits, the funds held in trust are not included in the
Honeywell consolidated financial statements. The cost of these plans totaled $79.9 in 1980, $67.6 in
1979 and $54.1 in 1978, which includes the funding of prior service costs over periods up to 30 years.
A comparison of the actuarial present value of accumulated plan benefits and net assets at June
30, the fiscal year-end of the plans, is as follows:
_______________________________________________________________ 1980_________1979
Actuarial present value of accumulated plan benefits:
Vested............................................................................................................. $683.4
$517.2
Nonvested...................................................................................................
112.0
63.3
______________________________________________________________ $795.4_______ $580.5
Net assets available for benefits................................................................... $587.2
$457.7
Retirement costs are determined by our actuary using the “Entry Age Normal-Cost” actuarial
cost method to provide for the orderly recognition and funding of retirement benefits. The assumed
rate of return used in determining the actuarial present value of accumulated plan benefits was seven
percent in 1979 and 1980.
In 1980 the major Honeywell domestic retirement plans were amended to provide additional
benefits; the actuarial present value of vested benefits was increased by $98.5 and nonvested benefits
was increased by $23.8. These amendments increased the 1980 costs by $6.2 on a partial-year funding
basis and by $14.8 on a full-year basis. In February 1979, certain actuarial changes, the most signifi
cant of which reflects the continued impact of high inflation levels, were adopted which increased the
cost of the plans by approximately $9.3 in 1979.
All major foreign subsidiaries also provide plans for employees consistent with local practices.
The foreign plans are not required to report to certain governmental agencies pursuant to ERISA and
do not otherwise determine the actuarial value of accumulated benefits or net assets available for
benefits as calculated and disclosed above.
The cost of all plans, domestic and foreign, totaled $98.7 in 1980, $82.0 in 1979 and $67.2 in 1978.
INTERNATIONAL BUSINESS MACHINES CORPORATION
Notes to Financial Statements
Retirement Plans
The company and its U.S. subsidiaries have trusteed, non-contributory retirement plans, cover
ing substantially all regular and part-time employees, for which accrued costs are funded. At De
cember 31, 1980, there were 12,460 individuals receiving benefits under the plans. Most subsidiaries
outside the United States have retirement plans under which funds are deposited with trustees,
reserves are provided, or annuities are purchased under group contracts. The cost of all plans for
1980, 1979 and 1978 was $1,109 million, $971 million and $877 million respectively. Unfunded or
unaccrued prior service costs under all plans amounted to $821 million at December 31, 1980, and $788
million at December 31, 1979.
In accordance with Statement of Financial Accounting Standards Nos. 35 and 36, a comparison of
estimated benefits and net assets for U.S. retirement plans is provided as follows:
At December 31_________________________________________________ 1980_________1979
(Dollars in millions)
Actuarial present value of accumulated benefits:
Vested..................................................................................................... $5,166
$4,163
Nonvested...............................................................................................
168
143
$5,334
$4,306
$5,712
$4,268
Net assets available for benefits.
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The assumed rate of return used in determining the actuarial present value of accumulated
benefits was 4¾ percent for both 1980 and 1979.
Since no required method of calculation is prescribed for non-U.S. plans, data for such plans is
computed in the normal actuarial manner. At December 31, 1980 and at December 31, 1979 the market
value of fund assets and reserves of non-U. S. plans exceeded or approximated the actuarially com
puted value of vested benefits.
WESTINGHOUSE ELECTRIC CORPORATION
Notes
1. Accounting Principles and Policies
••••

Pension Plans
Pension plans cover substantially all employes of the Corporation. Benefits under the plans are
being funded by the pension trust method. The annual provision for pension cost includes the amount
of benefits earned during the year and the amortization of prior service liability over 25 years. It is the
normal policy of the Corporation to fund each year the amount of pension expense accrued.
••••

2 Pensions
The parent and its domestic subsidiaries have defined benefit pension plans covering substantially
all employes. Pension expense for these plans was $179 million in 1980, $182 million in 1979 and $136
million in 1978.
The increase in pension expense in 1979 over 1978 reflected increased plan benefits granted to
employes during the year and an additional contribution under a special provision of the Employee
Retirement Income Security Act.
The actuarial present value of accumulated plan benefits at December 31, 1980 was estimated to
be $2,821 million, $2,478 million of which was vested. The assumed rate of return used in estimating
the actuarial present value of accumulated plan benefits was seven percent. Seven percent is also the
assumed rate of return used for cost determination and funding purposes.
The Corporation has prefunded to date an aggregate of $200 million of company contributions and
these prepayments are reported in Prepaid and Other Assets.
Various pension arrangements, which supplement and are coordinated with required government
plans, are in effect for most foreign subsidiary companies. For those subsidiaries having private
pension plans, pension expense was approximately $12 million in 1980, $10 million in 1979 and $8
million in 1978.
Summary of Changes in Pension Plan Assets (in millions)
Market value at beginning of year
Company contributions
Employe contributions
Income from investments
Realized and unrealized net gain on assets
Benefit payments
Net increase
Market value at end of year

1980
$1,644.1
179.1
30.3
137.8
161.6
(132.4)
376.4
$2,020.5

1979
$1,360.4
182.4
24.1
114.9
77.0
(114.7)
283.7
$1,644.1

GENERAL ELECTRIC COMPANY
Summary of Significant Accounting Policies•
••••

Pensions
Investments of the General Electric Pension Trust, which funds the obligations of the General
Electric Pension Plan, are carried at amortized cost plus programmed appreciation in the common
stock portfolio. The funding program and Company cost determination for the Pension Plan use 6% as
the estimated rate of future Trust income. Trust income includes recognition of appreciation in the
common stock portfolio on a systematic basis which does not give undue weight to short-term market
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fluctuations. Programmed appreciation will not be recognized if average carrying value exceeds
average market value, calculated on a moving basis over a multiyear period.
Changes in prior service liabilities of the Plan are amortized over 20 years. Net actuarial gains
and losses are amortized over 15 years.
Costs of a separate, supplementary pension plan, primarily affecting long-service professional
and managerial employees, are not funded. Current service costs and amortization of prior service
liabilities over a period of 20 years are being charged to operating expenses currently.
••••

Notes to Financial Statements
3. Pensions
Total pension costs of General Electric and consolidated affiliates were $478 million in 1980, $413
million in 1979, and $381 million in 1978. General Electric and its affiliates have a number of pension
plans. The most significant of these plans is the General Electric Pension Plan (the “Plan”), in which
substantially all employees in the U.S. are participating. Approximately 80,800 persons were receiv
ing benefits at year-end 1980 (75,700 and 72,100 at year-end 1979 and 1978, respectively).
Pension benefits under the Plan are funded through the General Electric Pension Trust. Earnings
of the Trust, including the programmed recognition of common stock appreciation, as a percentage of
the carrying value of the portfolio, were 8.4% for 1980 and 1979, and 7.8% for 1978. The limitation on
recognition of programmed appreciation of common stock was not exceeded in any year.
Condensed information for the General Electric Pension Trust appears below. Prior-year as well
as current-year data are presented in accordance with new standards issued in 1980 by the Financial
Accounting Standards Board (FASB).
General Electric Pension Trust
Change in net assets at current value
(In millions) For the year
Net assets at January 1
Company contributions
Employee contributions
Investment income
Pensions paid
Unrecognized portion of change in current value
Net assets at December 31
Net assets at current value
(In millions) December 31
U.S. government obligations and guarantees
Corporate bonds and notes
Real estate and mortgages
Common stocks and other equity securities
Cash and short-term investments
Other assets—net
Current value of net assets
Carrying value of net assets

1980
$4,968
404
86
435
(254)
779
$6,418

1979
$4,202
341
94
383
(225)
173
$4,968

1978
$3,734
317
83
312
(201)
(43)
$4,202

1980
$ 44
727
825
4,181
5,777
553
88
$6,418
$5,593

1979
$ 118
496
713
3,193
4,520
371
77
$4,968
$4,922

1978
93
340
725
2,726
3,884
240
78
$4,202
$4,329

The actuarial present value of accumulated plan benefits for the General Electric Pension Plan
and the supplementary pension plan together represent over 90% of accumulated pension plan bene
fits for General Electric and its consolidated affiliates. These present values have been calculated
using a 6% interest rate assumption as of December 31 for each of the years in the table below. The
table also sets forth the total of the current value of Pension Trust assets and the relevant accruals in
the Company’s accounts.
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General Electric Pension Plan and Supplementary Pension Plan
(In millions) December 31________________________________ 1980_______ 1979
Estimated actuarial present value of accumulated plan benefits:
Vested benefits
$6,027
$5,426
Non-vested benefits
415
382
Total benefits
$6,442
$5,808
Current value of trust assets plus accruals
$6,580
$5,075

1978

$4,732
331
$5,063
$4,273

For pension plans not included above, there was no significant difference between accumulated
benefits and the relevant fund assets plus accruals.
The foregoing amounts are based on new FASB standards which differ from those used by the
Company for funding and cost determination purposes. Based on the actuarial method used by the
Company, and with assets at carrying value, unfunded and unamortized liabilities for the two principal
pension plans totaled $964 million, $1,082 million and $882 million at year-end 1980, 1979 and 1978,
respectively.
An increase in pensions of retired employees effective February 1, 1981, will increase the actua
rial present value of accumulated vested benefits by an estimated $196 million.
CATERPILLAR TRACTOR COMPANY
Notes to Financial Statements
4. Pension Plans
The parent company and its subsidiaries have plans covering substantially all employees. Total
pension expense for the years 1980, 1979, and 1978 was $181.0 million, $151.8 million, and $133.7
million, respectively, including increases in pension costs related to prior service, which are amortized
over periods not exceeding 30 years. It is the company’s policy to fund pension expense as it accrues.
The following information on accumulated plan benefits and plan net assets at the pension plans’
most recent fiscal year-end, November 30, 1980, has been computed in accordance with Statement of
Financial Accounting Standards No. 36—Disclosure of Pension Information:
(Millions of dollars)
Actuarial present value of accumulated plan benefits:
Vested ..........................................................................................................
$1,812.8
Nonvested ....................................................................................................
147.9
$1,960.7
Market value of net assets available for benefits........................................
$1,428.4
The assumed rate of return used in determining the actuarial present values of accumulated plan
benefits is 7.5%.
A point-in-time comparison of the estimated present value of benefits to the market value of
assets held is only one indicator of the pension plans’ ability to pay benefits when due. The benefit
information is based on estimated conditions over many future years, while the asset information
relates to assets existing and market values prevailing at a specific moment. The plans’ long-range
ability to pay benefits depends largely on the future financial health of the company.

Transportation Equipment
GENERAL MOTORS CORPORATION
Notes to Financial Statements
Note 1. Significant Accounting Policies

••••

Pension Program
The Corporation and its subsidiaries have several pension plans covering substantially all of their
employes, including certain employes in foreign countries. Benefits under the plans are generally
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related to an employe’s length of service, wages and salaries, and, where applicable, contributions.
The costs of these plans are determined on the basis of actuarial cost methods and include amortization
of prior service cost over periods not exceeding 30 years. With the exception of certain overseas
subsidiaries, pension costs accrued are funded.
••••

Note 5. Pension Program
Total pension expense of the Corporation and its consolidated subsidiaries amounted to $1,922.1
million in 1980, $1,571.5 million in 1979 and $1,326.7 million in 1978. The increase in pension expense
for 1980 and 1979 primarily reflects the impact of amendments to the U.S. and Canadian plans, as
approved by the stockholders in 1980. For purposes of determining pension expense, the Corporation
uses a variety of assumed rates of return on pension funds in accordance with local practice and
regulations, which rates approximate 6%. The following table compares accumulated plan benefits and
plan net assets for the Corporation’s defined benefit plans in the United States and Canada as of
October 1 (generally, the plans’ anniversary date) of both 1980 and 1979:
1980
1979
(Dollars in Millions)
Actuarial present value of accumulated plan benefits:
$18,156.5
$17,438.5
Vested
2,521.0
2,234.1
Nonvested
$20,677.5
$19,672.6
Total
Market value of assets available for benefits:
$ 9,066.0
$10,584.6
Held by trustees
2,501.7
2,769.2
Held by insurance companies
$11,567.7
$13,353.8
Total
The assumed rates of return used in determining the actuarial present value of accumulated plan
benefits (shown in the table above) were based upon those published by the Pension Benefit Guaranty
Corporation, a public corporation established under the Employee Retirement Income Security Act
(ERISA). Such rates averaged approximately 8¼% for 1980 and 7% for 1979.
The Corporation’s foreign pension plans are not required to report to certain governmental
agencies pursuant to ERISA, and do not otherwise determine the actuarial value of accumulated
benefits or net assets available for benefits as calculated and shown above. For those plans, the total of
the plans’ pension funds and balance sheet accruals, less pension prepayments and deferred charges,
exceeded the actuarially computed value of vested benefits by approximately $215 million at both
December 31, 1980 and December 31, 1979.
A. O. SMITH CORPORATION
Notes to Financial Statements
11. Retirement Plans
The company and its consolidated subsidiaries have noncontributory pension plans covering most
employees. Provisions for such plans are based on actuarially determined current cost plus interest on
unfunded liabilities. Provisions also include a 30-year amortization of prior service cost, except that for
certain plans affecting most of the Milwaukee, Wisconsin, employees, the cost of a benefit escalator for
employees retiring during the period 1978 through 1980 is amortized over ten years. The present
policy is to fund, at a minimum, pension costs accrued. Pension expense for 1980, 1979 and 1978 was
$16,900,000, $16,900,000 and $16,300,000 respectively.
A comparison of accumulated plan benefits and plan net assets is presented below:

Actuarial present value of accumulated plan benefits
Vested
Nonvested
Net assets available for benefits
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January 1
1980
1979
(000 omitted)
$163,169
$168,234
16,415
16,970
$185,204
$179,584
$108,894
$117,201

The weighted average assumed rate of return used to determine the actuarial present value of
accumulated benefits was 7% in both years presented.
The information for 1979 in the table above includes vested benefits of $15,065,000; nonvested
benefits of $1,582,000; and net assets of $11,741,000 related to plans covering employees of the Granite
City plant which was closed in 1980. Such plans are excluded from the amounts shown for 1980.
The majority of amounts for 1980 are based on estimates supplied by the company’s independent
actuaries. The most recent complete actuarial valuation was as of January 1, 1979.
The cost of continuing life and health insurance for retirees is charged to income as claims are
paid. Such costs were $2,700,000, $2,400,000 and $2,100,000 in 1980, 1979 and 1978 respectively.
TRW INC.
Notes to Financial Statements
Summary of Significant Accounting Policies
• •••

The company maintains pension plans covering substantially all of its employees, including the
majority of employees in foreign countries. Pension expense, which is accrued and funded, includes
current costs and amortization of prior service liabilities over periods from 10 to 25 years.
••••

Pension Plans
Total pension expense for 1980, 1979, and 1978 was $87.8 million, $96.8 million, and $85.3 million,
respectively. The company makes contributions to the plans equal to the amounts accrued for pension
expense.
Following a comprehensive study of the company’s domestic actuarial policies, changes were
made in 1980 in the actuarial assumptions and amortization periods of defined benefit plans. The
changes establish more realistic periods for funding present and future obligations and reflect the best
estimates of future trends and valuation assumptions. The most significant changes were an increase
in the projected earnings scale to 8 percent for pay related plans and an increase in the assumed rate of
return on investments to 8.5 percent from 6 percent for all plans. These changes had the effect of
increasing net earnings for the year by approximately $10.8 million and increasing fully diluted
earnings per share by $.29.
A comparison of accumulated plan benefits and plan net assets for the company’s defined benefit
plans as of December 31 is presented below:
1980
1979
(In thousands)
Actuarial present value of accumulated plan benefits:
$684,562
$626,471
Vested
93,419
86,030
Nonvested
$777,981
$712,501
$950,831
$715,173
Net assets available for benefits
Included in the above table are certain plans whose aggregate liability for accumulated benefits of
$263 million exceeds the total assets of those plans by $73 million as of December 31, 1980.
These amounts were based on actuarial valuations of accumulated benefits, as of January 1, 1980
updated to December 31, 1980 and on the market value of plan assets at December 31, 1980 and 1979.
An 8.5 percent interest rate was used to determine the present value of accumulated benefits.
RAYBESTOS-MANHATTAN, INC.
Notes to Financial Statements
Note A—Summary of Accounting Policies
••••

5. Employees’ Retirement Plans
The Company and its subsidiaries have several pension plans covering substantially all of their
employees. The Company’s policy is to fund pension costs accrued, which includes amortization of past
service costs principally over a period of 40 years.
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Note C—Employee’s Retirement Plans
In the fourth quarter of 1980, the Company changed its actuarial cost method and certain actua
rial assumptions used to compute pension expense for its domestic pension plans. The change in the
actuarial cost method was made in order to provide a more consistent matching of pension expense
with the timing of benefits earned. As a result of these changes, 1980 pension expense was decreased
by $1,435 and the net loss decreased by $721 ($.31 per share), and the actuarial present value of
accumulated benefits was reduced by approximately $18,400. The cost of pension plans charged to
operations, reflecting the new actuarial method and changes in actuarial assumptions in 1980 was
$5,608 in 1980, $7,230 in 1979 and $7,030 in 1978, which includes amortization of past service costs.
Accumulated plan benefits and plan net assets for the Company’s defined benefits plans are presented
below:
January 1,
1980
Actuarial present value of accumulated plan benefits:
$54,878
Vested
5,002
Non-Vested
$59,880
$46,404
Net assets available for benefits
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 8.4 percent.
NORTHROP CORPORATION
Summary of Significant Accounting Policies
••••

Employee Pension and Benefit Plans
Pension costs, which are determined for most of the plans by the entry-age normal actuarial cost
method, are funded as accrued by payment into a trust separate from the corporation. Prior service
costs are amortized over periods of 25 and 30 years.
••••

Notes to Financial Statements
Employee Pension and Benefit Plans
The corporation and its subsidiaries sponsor several defined-benefit pension plans covering sub
stantially all employees. The corporation and its subsidiaries also sponsor several defined-contribution
plans.
The cost to the corporation of these plans in each of the last five years was as follows:
In millions
1979
1976
1980
1978
1977
Retirement costs, including amortization of
$ 65.2 $ 59.3 $ 53.3 $ 45.4 $ 41.8
prior service costs
Company contributions to defined$ 10.2 $ 9.8 $ 8.5 $ 7.4 $ 5.5
contribution plans
Accumulated plan benefit information, as estimated by consulting actuaries, and the plan net
assets for the corporation’s defined-benefit plans as of January 1 were as follows:
1976
1980
1979
1978
1977
In millions
Actuarial present value of accumulated plan benefits
$329.3 $287.7 $244.9 $221.0 $179.9
Vested
19.2
59.6
27.8
22.8
Nonvested
34.3
$388.9 $322.0 $272.7 $243.8 $199.1
$407.8 $303.5 $242.3 $213.8 $151.4
Net assets available for benefits
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The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was six percent for each year.
THE LAMSON & SESSIONS CO.
Notes to Financial Statements
Note A—Accounting Policies
••••

Retirement Plans: The Company and its subsidiaries have several pension plans covering sub
stantially all employees. The Company’s policy is to fund its pension costs, which includes amortization
of prior service cost over 30 years for some plans and 40 years for others.
••••

Notes to Financial Statements
Note K—Retirement Plans
Expenses for retirement plans included in continuing operations were $4,435,000, $3,446,000 and
$2,050,000 in 1980, 1979 and 1978, respectively. The increases in expense are due, primarily, to 1979
business acquisitions. Accumulated plan benefit information, as actuarially computed, and plan net
assets for all the Company’s plans (exclusive of plans to be assumed by RB&W) are presented below:
Principally January 1
And June 1, 1980
(In thousands)
Actuarial present value of accumulated plan benefits
$83,462
Vested .......................................................................
7,569
Nonvested ................................................................
$91,031
$56,824
Plan assets available for benefits
The accumulated plan benefits related to active plans are based on an assumed rate of return of
approximately 6½%. The accumulated plan benefits of hourly plans with fixed liabilities related to
discontinued operations are based on an assumed rate of return of 13% which rate was used to
determine pension cost included in the estimated loss on disposal of discontinued operations for all
vested employees.
Other long-term liabilities in the consolidated statement of financial position include unfunded
vested pension liabilities related to acquired and discontinued operations as follows:

Unfunded vested pension liabilities:
Acquired businesses................................................................................
Discontinued operations.........................................................................

December 31,
1980
1979
(In thousands)
$ 7,953
4,498

$ 9,590

MCDONNELL DOUGLAS CORPORATION
Notes to Financial Statements
K. Retirement Plans
Substantially all employes of MDC and its subsidiaries are members of defined benefit pension
plans, including several multi-employer and foreign plans. MDC makes contributions to its significant
domestic pension plans and accrues pension expense in equal amounts based upon independent actua
rial valuations, using the aggregate cost method without supplemental liability. Under this method,
future contributions necessary to provide for plan benefits will be made during the remaining service
lives of the active employes, as a level percentage of estimated future earnings or annual cost per
member depending on the benefit formula. The total pension expense was $177.3 million for 1980,
$176.2 million for 1979, and $151.5 million for 1978.
79

Accumulated plan benefits and plan net assets as of 30 November 1979 (the latest anniversary
date for which actuarial studies have been completed) for MDC’s significant domestic defined benefit
plans are presented below:
Actuarial present value of accumulated plan benefits:
Vested
$1,170.3
Nonvested
153.2
$1,323.5
Net assets available for benefits
$1,448.6
The actuarial values shown above do not include benefit changes subsequent to 30 November
1979. As of 30 November 1979, one plan had accumulated plan benefits of $95.7 million in excess of its
net assets.
In accordance with Financial Accounting Standards Board Statement No. 36, no future service or
wage increases were considered in computing the accumulated plan benefits. A weighted average rate
of return of 8% was used to discount the accumulated plan benefits to present value.

Other Manufacturing
EASTMAN KODAK COMPANY
Major Accounting Policies
••••

Retirement Plan
The company’s policy in the U.S. and most other countries is to accrue and fund the actuarially
determined pension cost for the year which includes current service cost and amortization of prior
service cost over periods of up to 30 years.
••••

Notes to Financial Statements
Retirement Plan
The parent company and many of its subsidiary companies have retirement plans which cover
substantially all of their employees. Retirement plan benefits are financed generally by company
payments made either directly to insurance companies from which annuities are purchased for eligible
employees, or to trust funds for investment until such time as the funds are used for the purchase of
annuities.
Total pension expenses were $267.1 million in 1980, $228.7 million in 1979, and $210.4 million in
1978. This includes amortization of prior service cost and certain supplemental payments. Prior
service cost is amortized over periods of up to 30 years. The company makes annual contributions to
the plans equal to the amounts accrued for pension expense. The latest available information on
accumulated plan benefits and plan net assets for the company’s domestic defined benefit plans is
presented below:
Beginning of Year
1980
1979
Actuarial Present Value of Accumulated Plan Benefits:
(in thousands)
Vested ............................................................................................... $1,842,187
$1,689,144
Nonvested ........................................................................................
120,679
113,632
Total............................................................................................... $1,962,866
$1,802,776
Net Assets Available for Benefits....................................................... $2,007,921
$1,687,024
The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was generally 6¼%.
The company’s foreign subsidiaries that have pension plans are not required to report to U.S.
governmental agencies pursuant to ERISA. Many do not make the actuarial calculations necessary to
make disclosure in the form shown above. However, calculations indicate that the total of the pension
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funds and balance sheet accruals for these plans less pension prepayments and deferred charges
exceeds the actuarial computed value of vested benefits under such plans as of the beginning of 1980
and 1979.
GENERAL SIGNAL CORPORATION
Notes to Financial Statements
8. Employee Benefit Plans
The Company has in effect a number of pension plans for salaried and hourly-paid employees.
Costs of the plans charged to operations, including amortization of the past service costs over periods
not exceeding 30 years, amounted to $18,284 in 1980, $16,309 in 1979 and $11,535 in 1978. The
Company’s policy is to fund accrued pension costs.
The Financial Accounting Standards Board (FASB) in March 1980 issued Statement No. 35,
“Accounting and Reporting by Defined Benefit Plans,” which establishes certain standards, some of
which differ from those used in prior years, in computing the actuarial present value of accumulated
plan benefits for accounting purposes.
At January 1, 1980, the date of the most recent biennial actuarial valuation, using an assumed
discount rate of 7%, the actuarial present value of accumulated benefits for the principal plans was
$167,478, which includes $155,947 of vested benefits. The market value of net assets available for
these plan benefits on January 1, 1980 was approximately $150,442. Comparable data for the prior
period is not available.
••••

GANNETT CO., INC.
Notes to Financial Statements
Note 1—Summary of Significant Accounting Policies
••••

Retirement Plans—Pension costs under the Company’s retirement plans are actuarially com
puted and include amortization of prior service costs over various periods up to thirty years. It is the
policy of the Company to fund costs accrued under its qualified pension plans. Costs accrued under
deferred compensation agreements are recorded but not funded.
••••

Note 7—Retirement Plans
The Company and its subsidiaries have retirement and profit-sharing plans covering eligible
employees. Retirement plans of the Company and its wholly-owned subsidiaries were merged into a
single plan. However, the plans have retained their various individual schedules of benefits. Separate
retirement plans remain for operating agencies. In addition, certain employees participate in plans
established under collective bargaining agreements. Under these existing plans, substantially all
employees are covered. Total retirement and profit-sharing costs were $16,545,000 for 1980,
$16,500,000 for 1979, and $15,170,000 for 1978.
Effective January 1, 1980, the Company revised certain actuarial assumptions to more closely
reflect its actual experience under the plan. The earnings assumption was revised from 7% to 8% and
the wage increase assumption was increased from 6% to 7%. The assumptions with respect to future
Social Security benefits were also changed for both average wages and basic benefits. These revisions
of actuarial assumptions decreased pension costs by $1,700,000.
Accumulated plan benefits, as estimated by consulting actuaries, and plan net assets for the
Company’s domestic plans are:
As of January 1
1980
1979
Actuarial present value of accumulated plan benefits:
Vested ..................................................................................... ......... $ 98,787,000 $ 95,170,000
Nonvested .............................................................................. .........
6,284,000
4,152,000
$105,071,000 $ 99,322,000
Net assets available for benefits............................................... ......... $148,292,000 $112,329,000
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was approximately 8% for 1980 (approximately 7% for 1979).
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SYBRON CORPORATION
Notes to Financial Statements
1. Summary of Accounting Policies
••••

Pensions
The Corporation and its subsidiaries have various pension plans covering substantially all em
ployees. The past service liabilities of these plans are being charged to income over varying periods
not exceeding forty years. Pension liabilities are funded by periodic payments to pension fund trustees
except for certain foreign subsidiary pension plans. Charges to income are determined from annual
actuarial valuations of the pension plans.
••••

12. Pension Plans
The Corporation and its subsidiaries have various pension plans covering substantially all em
ployees. For domestic pension plans, funds are deposited with pension fund trustees. Major sub
sidiaries outside the United States provide pensions for employees which conform with the practice in
the country in which they do business. Under some of the plans outside the United States, accumu
lated pension amounts are carried as long-term liabilities by the subsidiaries, while others are trust
eed or insured plans.
Pension expense charged to income totaled $13,646,000, $14,200,000 and $14,500,000 in 1980,
1979, and 1978, respectively, including amortization of past service cost over varying periods not
exceeding forty years.
In 1980 the method used to determine the funding of certain domestic pension plans was changed
from the “entry-age-normal” method to the “projected-unit credit” method. This new actuarial method
determines an annual pension expense which more appropriately relates the costs of projected retire
ment benefits to the year in which such benefits are earned and standardizes the method used for most
of the Corporation’s domestic plans. The effect of this change was to lower pension expense by
approximately $1,500,000 in 1980.
In 1979 the underlying actuarial assumptions (principally assumed interest rates) were changed
for certain domestic plans. The effect in 1979 of such changes in accounting estimates was to lower
pension expense by $2,263,000, thus increasing net income per share by $.10.
As calculated at January 1, 1980 and 1979, the present value of benefits accumulated by current
and former employees of the Corporation and its domestic subsidiaries were as follows:
Actuarial present value of accumulated plan benefits:
Vested
Non-vested
Accumulated benefits
Net assets available for benefits

1980

1979

$100,545,000
17,148,000
$117,693,000
$117,501,000

$ 84,246,000
15,378,000
$ 99,624,000
$ 99,680,000

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was approximately 6% for both 1980 and 1979.
The Corporations’ foreign subsidiaries are not required to report to U.S. governmental agencies
under ERISA and have not determined the actuarial value of accumulated benefits or net assets
available for benefits as calculated and disclosed above. For those foreign plans, the estimated value of
vested benefits exceeds the accrued liability by approximately $2,405,000 and $3,371,000 as of De
cember 31, 1980 and 1979, respectively.
DOW JONES & COMPANY, INC.
Notes to Financial Statements
Note 10. Retirement Plans
The Company has a trusteed profit sharing retirement plan for employees who meet certain
length of service requirements. The annual cost of the plan, which is funded currently, is based upon a
percentage of consolidated net income, as defined, but is limited to the amount, based upon the
compensation of participants, deductible for income tax purposes.
Substantially all employees of subsidiaries who are not covered by the above plan are covered by
noncontributory defined benefit pension plans. The accrual program contemplates that there will be
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sufficient amounts available in the funds to provide benefits as stated in the plans. It is the Company’s
policy to fund pension costs as accrued.
The assumed rate of return used for computing the vested and nonvested plan benefits was 6.5%.
The accumulated benefits for these pension plans were actuarially determined at May 31, 1980 and
January 1, 1980 as shown below (in thousands):
Vested benefits
Nonvested benefits

$10,788
948
$11,736
$12,611

Net assets available for benefits

Total expenses of retirement plans amounted to $10,265,000, $9,016,000 and $8,012,000 in 1980,
1979 and 1978, respectively, which includes, as to certain defined benefit pension plans, amortization
of past service cost over 30 years.
MCGRAW-HILL, INC.
Notes to Financial Statements
7. Retirement Plans
The company and its subsidiaries have a number of pension and profit sharing plans covering
substantially all employees. Costs accrued under the various plans are funded and prior years service
costs are amortized over periods ranging from 10 to 30 years. Total expense for retirement plans,
including amortization of prior service costs, was $14.5 million for 1980, $13.8 million for 1979 and
$13.2 million for 1978.
A comparison of the actuarial present value of accumulated plan benefits and plan net assets for
the company’s domestic defined benefit plans as of the most recent valuation dates, primarily
November 30, 1980 and 1979, follows.
The weighted average assumed rate of return on invested plan assets used in determining the
accumulated plan benefits was 6.5 percent in 1980 and 6.4 percent in 1979.
1980
1979
(Thousands of dollars)

Accumulated plan benefits:
Vested......................................................................................................... $128,141
Non-vested.................................................................................................
4,424
Total .............................................................................. ............................. $132,565
Net assets available for benefits............................................................... $151,693

$118,082
3,385
$121,467
$122,099

The company has several foreign pension plans which do not determine the actuarial value of
accumulated benefits or net assets available for benefits as disclosed above. The amounts involved are
not material and are therefore not included.
JOHNSON & JOHNSON
Notes to Financial Statements
Note 9. Retirement and Pension Plans
The Company has various retirement and pension plans which cover substantially all employees
of its domestic operations. Most international subsidiaries also have retirement plans. Pension ex
pense is primarily determined by the aggregate level funding method which allocates costs related to
both prior and future service on a level basis over the remaining future service lives of plan members.
In general, the amounts are paid into trusts and approximate annual pension expense. Total
pension expense related to these plans amounted to $55.8 million in 1980, $49.4 million in 1979 and
$42.3 million in 1978. For certain domestic plans, the weighted average assumed rate of return on
investment used in determining funding requirements was changed from a range of 5.0% to 5.5% in
1979 to a range of 6.0% to 6.5% in 1980. This change had the effect of reducing pension expense for the
year by $7.8 million. Several other amendments to the plan improved benefits and had the effect of
increasing pension expense by $8.4 million.
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A comparison of accumulated plan benefits and plan net assets for the Company’s domestic
defined benefit pension plans is presented below:
Actuarial present value of accumulated plan benefits
January 1, 1980
(Dollars in Millions)
$208.2
Vested
19.0
Nonvested
$227.2
Total
$257.7
Net assets available for benefits
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits is 6.5%. The excess of assets over the present value of accumulated benefits
is not the result of the plans being funded on an overly conservative basis. Rather, the Company’s
objective in funding its pension plans is to accumulate funds sufficient to provide for all accrued
pension benefits and to maintain a relatively stable contribution level in the future. Company contri
butions are based on a projected benefit actuarial cost method which recognizes future benefit increases
expected to result from future increases in members’ salaries. In accordance with Statement of
Financial Accounting Standard No. 35, the present value of accumulated benefits does not reflect
these future increases.
International subsidiaries are not required to determine the actuarial value of accumulated bene
fits or net assets available for benefits as calculated and disclosed above. Accordingly, such informa
tion is not readily available. As of the latest valuation date for those plans, the value of vested benefits
was fully funded.
PPG INDUSTRIES, INC.
Notes to Financial Statements
1. Summary of Accounting Policies
••••

Pension Costs
Pension costs charged to current earnings include charges for current service and amortization of
prior service costs over periods ranging from 10 to 30 years. Pension liabilities are funded by periodic
payments to pension fund trustees.
••••

12. Pensions
PPG’s pension and retirement programs cover substantially all employees. Generally, pension
expense is based on periodic actuarial valuations of these pension plans. Pension expense, including
current service cost and amortization of prior service costs, amounted to $63 million in 1980, $63
million in 1979 and $53 million in 1978. During 1979, the amortization period for prior service costs for
certain plans was reduced from 30 to 20 years, resulting in increased pension expense of approxi
mately $6 million in 1979 and a similar amount in 1980.
A comparison of accumulated plan benefits and plan net assets for the Company’s domestic
defined benefit plans at December 31, 1980 is presented below, in millions.
Actuarial present value of accumulated plan benefits
Vested.......................................................................................................................................... $459.3
Non-vested.................................................................................................................................. 39.2
Total ......................................................................................................................................... $498.5
Net assets available for benefits.................................................................................................... $508.3
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 9 percent. This rate was selected as an expected rate of return on plan
investments applicable to the periods for which the payment of benefits is deferred. The Company’s
foreign plans are not required to report to governmental agencies pursuant to ERISA and do not
otherwise determine the actuarial value of accumulated benefits or net assets available for benefits as
calculated and discussed above. For those plans, the actuarially computed value of vested benefits as
of December 31, 1980 exceeded the total of those plans’ pension funds and balance sheet accruals by
approximately $2 million.
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NONMANUFACTURING

Mining and Construction
GETTY OIL COMPANY
Notes to Financial Statements
Note 10 Pension Plans
Getty and certain subsidiaries have several pension and retirement plans which provide for the
funding of the costs of prior and current service through trust funds and insurance contracts. The
funds are administered by independent trustees and cover substantially all employees. The companies
generally bear the entire cost of the plans and may modify or discontinue the plans at any time.
Expenses related to retirement plans in 1980, 1979 and 1978 were $37,158,000, $36,236,000 and
$26,737,000, respectively.
The total amount of prior service costs as of the most recent valuation date, January 1, 1980, of
$110,171,000 is being amortized in accordance with the Employee Retirement Income Security Act of
1974 guidelines. The assets of the pension funds are sufficient to cover the actuarially computed value
of vested benefits under the plans. The standards utilized by Getty and certain subsidiaries for
funding the pension and retirement plans satisfy the minimum funding requirements prescribed by
ERISA.
A comparison of accumulated plan benefits and plan net assets for Getty’s defined benefit plans is
presented below:
On January 1
1980
1979
(In thousands)
Actuarial present value of accumulated plan benefits:
Vested
$318,169
$284,421
Nonvested
21,995
17,238
$340,164
$301,659
Plan net assets available for benefits
$282,829
$370,669
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was seven percent for both 1980 and 1979.
THE SUPERIOR OIL COMPANY
Notes to Financial Statements
8. Commitments and Contingencies
Retirement Income Plans
Superior and its wholly owned subsidiaries have noncontributory retirement income plans cover
ing substantially all of their employees, including certain employees of CSO. Superior’s policy is to
fund pension cost accrued using the aggregate cost funding method. The calculation of past service
costs, and the unfunded prior service cost applicable thereto, is not dealt with separately under this
method but is a component of the future benefit contributions accrued and funded each year.
A comparison of the actuarial present value of plan benefits to the fair value of plan net assets at
January 1, 1979, the date of the most recent actuarial review, is presented below (in thousands of
dollars):
Actuarial present value of vested plan benefits
64,804
Actuarial present value of nonvested plan benefits_____________________________________ 2,183
______________________________________________________________________________ 66,987
Fair value of plan net assets available for benefits____________________________________ 67,241
The present value of plan benefits was computed using a weighted average rate of return of 6.5
percent.
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CSO and McIntyre have pension plans covering substantially all of their employees. CSO and
McIntyre fund pension costs using the level funding method and unit-credit cost method, respectively.
At the date of the most recent actuarial review, the actuarially determined present value of vested
and nonvested benefits totaled $16,991,000 and the fair value of the plan net assets was $17,634,000.
The present value of plan benefits was computed using rates of return of from 4.0 to 6.0 percent.
Pension expenses included in the consolidated statements of income totaled $6,787,000,
$6,760,000, and $7,079,000, for the years ended December 31, 1980, 1979, and 1978, respectively.
••••

THE NORTH AMERICAN COAL CORPORATION
Notes to Financial Statements
Note A—Accounting Policies
••••

Pension Plan: The Company and its subsidiaries have a noncontributory pension plan covering
substantially all of their salaried employees. The companies’ policy is to provide for and fund current
service cost and the amortization of prior service cost over 30 years.
••••

Note F—Pension Plans
The Company has a defined benefit pension plan covering substantially all of its salaried em
ployees. The Company makes annual contributions to the plan equal to the amounts accrued for
pension expense, including amortization of past service cost over 30 years. Accumulated plan benefit
information, as estimated by consulting actuaries, and net assets available for benefits of the Com
pany’s plan covering salaried employees, at January 1, 1980 and 1979, are:
Actuarial present value of accumulated plan benefits:
Vested.........................................................................
Nonvested...................................................................
Net assets available for benefits.

(In Thousands)
1980
1979
$13,559
4,531
$18,090
$14,450

$11,194
3,481
$14,675
$10,732

The assumed rate of return used in determining the actuarial present value of the accumulated
plan benefits was 5% for both 1980 and 1979. Pension expense attributable to the salaried plan
amounted to $2,972,000 for 1980, $2,516,000 for 1979 and $2,186,000 for 1978.
Pension expense of $18,062,000 for 1980, $18,352,000 for 1979 and $14,683,000 for 1978 was
contributed to the United Mine Workers of America pension and benefit trusts as provided in the
union contract based upon coal production and hours worked by union employees. The Company is
presently unable to determine its respective share of either the accumulated plan benefits or net
assets available for benefits of the union plan.
VULCAN MATERIALS COMPANY
Notes to Financial Statements
1. Summary of Significant Accounting Policies
••••

Pension Costs
The total pension expense for funded, noncontributory retirement plans includes current service
costs as determined under the aggregate cost actuarial method, plus an amortization over ten years of
unexpensed (albeit funded) prior service costs existing when the aggregate cost method was adopted
in 1974.
••••

11. Retirement and Incentive Compensation Plans
Charges to operations in respect of funded, noncontributory retirement plans covering most of
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the company’s employees who are not covered by union-administered plans aggregated $4,494,000 in
1980, $3,980,000 in 1979 and $3,721,000 in 1978. In addition, pension contributions for unionadministered plans approximated $740,000 in 1980, $732,000 in 1979 and $581,000 in 1978.
A comparison of estimated accumulated plan benefits and plan net assets for all of the company’s
defined benefit plans as of January 1, 1980 is as follows (in thousands of dollars):
Actuarial present value of accumulated plan benefits:
Vested ....................................................................................................................................... $24,899
Nonvested ................................................................................................................................. 2,565
Total....................................................................................................................................... $27,464
Net assets available for benefits................................................................................................. $40,841
The actuarial present value of accumulated plan benefits, as shown above, represents those
future benefit payments referable to the employees’ services rendered to January 1, 1980 and, con
sequently, does not reflect projected salary and wage increases after that date. The assumed rate of
return used in determining the above actuarial present value of accumulated plan benefits was 7%.
The net assets available for benefits exceed the actuarial present value of accumulated plan
benefits principally because the company has funded the pension trust in amounts that reflect benefit
increases expected to result from projected salary and wage increases occurring between the date of
valuation and the individual retirement dates. In addition, for funding purposes, the company has
used assumed rates of return that range from 4% to 7%.
The company’s policy is to fund the pension trusts currently in amounts equal to the annual costs
of the plans as determined by an independent actuarial consulting firm. Such costs are determined
under the aggregate cost actuarial method and, under that method, there was no unfunded prior
service cost at December 31, 1980.
The company has several incentive compensation plans under which awards are made to certain
key employees including officers. Charges to operations referable to these plans amounted to
$7,622,000 in 1980, $5,470,000 in 1979 and $4,442,000 in 1978.
AMAX, INC.
Notes to Financial Statements
1. Summary of Accounting Policies

••••
Retirement plans. The Company and its subsidiaries have several pension plans which are gener
ally non-contributory and cover substantially all employees. Pension costs are funded currently and
include amortization of prior service costs over periods of 30 years or less.
••••
21. Employee Pension Plans
The charge to income for pension costs was $25 million in 1980 (1979—$26 million, 1978—$21
million). The present value of benefits accumulated under AMAX pension plans and the net assets
available for these benefits were computed at January 1, 1980, the date of the latest available actuarial
valuations, and are as stated below. As required by the Financial Accounting Standards Board, the
present value of plan benefits does not take account of increases in benefits which will result from
future increases in the compensation of plan members. The present value was computed by assuming
an annual rate of return of 8 percent on plan net assets.
The actuarial present value of plan benefits, accumulated to January 1, 1980, is as follows:
Vested...................................................................................................................................... $127,400
Non-vested............................................................................................................................... 24,940
$152,340
Net assets available..................................................................................
$209,990
Pension contributions to multi-employer plans in accordance with various union agreements were
$20 million for 1980, $20 million for 1979 and $15 million for 1978. While information identical to that
supplied above for AMAX plans is not available, it has been ascertained from preliminary information
provided by the Board of Trustees of these plans that the Company’s share of the unfunded value of
vested benefits of the plans as of June 30, 1980, the most recent actuarial date, totaled approximately
$121 million.
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ALPHA PORTLAND INDUSTRIES, INC.
Summary of Significant Accounting Policies
••••

Employee Benefits
The Company has pension plans covering substantially all of its employees. Generally, costs are
accrued based on actuarial estimates, with prior service costs being amortized over periods of
twenty-five to thirty years, except that as to construction employees the costs are accrued according
to contributions specified in union contracts.
••••

Notes to Financial Statements
2. Employee Benefits
The Company and its subsidiaries have several pension plans covering substantially all of its
employees exclusive of construction employees covered by union contracts. The total pension expense
for 1980 and 1979 was $2,015,000 and $1,847,000, respectively, which includes, as to three defined
benefit plans, amortization of past service costs over periods ranging from 25 to 40 years. The
Company makes annual contributions to the plans substantially equal to the amounts accrued for
pension expense. In addition to the normal annual accrual, $3,788,000 of pension expenses relating to
two plants closed during the year were charged to cost in 1980. A comparison of accumulated plan
benefits and plan net assets for the Company’s defined benefit plans at the most recently completed
valuation date, which for two of the plans was January 1, 1980 and for one of the plans was August 1,
1980, is presented below in thousands of dollars:
1980
1979
Actuarial present value of accumulated plan benefits:
Vested.......................................................................................... ......... $21,212
$19,861
Nonvested.................................................................................... ..........
1,388
1,226
$22,600
$21,087
Net assets available for benefits.................................................... .......... $22,036
$17,739
The average assumed rate of return, for both 1980 and 1979, which was used in determining the
actuarial present value of accumulated plan benefits was for two of the plans representing 98% of
the actuarial present value and 6% for the other plan.
DILLINGHAM CORPORATION
Notes to Financial Statements
Employee Benefits
••••

Pension and Profit Sharing Plans
The Company has several pension and profit sharing plans generally covering all domestic
salaried and hourly employees not covered by collective bargaining agreements and certain employees
in foreign countries. The Company also has incentive programs for officers and key employees.
The Company’s policy is to fund pension costs, which are composed of normal costs and amortiza
tion of past service costs, over 30 years or less. Total pension costs including foreign plans, amounted
to $3,289,000 in 1980, $3,442,000 in 1979 and $3,657,000 in 1978.
Accumulated plan benefits, as estimated by consulting actuaries, and plan net assets for the
Company’s domestic defined benefit pension plans are presented below:
.
January 1
(In thousands)
1980
1979
Actuarial present value of accumulated plan benefits:
Vested.......................................................................................... .......... $24,529
$22,568
Nonvested.................................................................................... ..........
2,175
2,609
$27,138
$24,743
Net assets available for benefits.................................................... .......... $26,364
$23,386
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The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 6% for both 1980 and 1979. The Company’s foreign pension plans are
not required to report to certain governmental agencies pursuant to ERISA and do not otherwise
determine the actuarial value of accumulated plan benefits or net assets available for benefits as
calculated and disclosed above. For those plans, pension fund assets exceed the actuarially computed
value of vested benefits, as estimated by consulting actuaries.
••••

Transportation and Communication
SOUTHERN PACIFIC COMPANY
Notes to Financial Statements
6. Pension Plans
The Company and its subsidiaries have several non-contributory pension plans which fully comply
with ERISA requirements for employees not covered by collective bargaining agreements. Total
pension expense for 1980, 1979 and 1978 was $17.9 million, $18.3 million and $17.1 million, respec
tively. Pension expense for 1980 includes amortization of past service costs of $36.5 million over 20
years. The Company makes annual contributions to Trustees of the plans equal to the total pension
expense.
The accumulated benefits and net assets of the Company’s pension plans, as prescribed by
Statements of Financial Accounting Standards No. 35 and No. 36, are summarized below:
Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Total
Net assets available for benefits

January 1, 1980
(in millions)
$139.2
1.1
$140.3
$178.7

The actuarial present value of accumulated plan benefits at January 1, 1980, is based on an 8.9
percent assumed rate of return and does not anticipate increased benefits related to future salary
increases.
BURLINGTON NORTHERN, INC.
Notes to Financial Statements
7. Pension Plan
Our pension plans provide pension benefits to all full-time salaried employees not paid for over
time. Contributions equivalent to the provisions for retirement and pension costs are paid each year to
the plans’ trustees. Our employees do not contribute. Benefits earned under the terms of these plans
are paid from accumulated trust funds.
During 1979 we changed our method of determining pension expense from the “Accrued Benefit”
method to the “Frozen Liability—Aggregate Cost” method. The new actuarial method “freezes” the
value of unfunded accrued benefits at January 1, 1979, and amortizes this amount over 30 years. This
change increased 1979 pension expense by $4,940,000. The Company also updated its actuarial ap
proach for determining current year pension cost which reflects the continuing impact of high inflation
levels on present salaries. Pension expense for 1979 was increased $3,390,000 by this change. Pension
expense for 1978 included the cost of pension benefits related to employment services performed
during the year and amortization over a 15-year period of the cost of benefits related to any services
performed prior to 1978.
Pension expense, determined under the actuarial method and assumptions in effect for each year,
was $33,058,000, $27,542,000 and $17,820,000 in 1980, 1979, and 1978, respectively. A comparison of
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accumulated pension benefits and net assets, including an accrued liability, of the pension plans as of
the January 1 determination date in each year, is presented below:
Actuarial present value of accumulated plan benefits:
Vested .........................................................................
Nonvested ...................................................................
Total .........................................................................
Net assets available for vested benefits.......................

1980

1979

$201,883,000
38,850,000
$240,733,000
$107,794,000

$181,843,000
35,163,000
$217,006,000
$ 87,894,000

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits is 6½%.
In connection with the Frisco merger we have assumed all obligations under the Frisco pension
plan, which are not included above. At December 1, 1980, the actuarially computed value of accumu
lated vested and nonvested plan benefits was $30,496,000 and $8,641,000, respectively, and the net
assets available for plan benefits was $21,739,000. The excess of vested benefits over net assets
available of $8,757,000 has been recorded in the financial statements.
AMERICAN TELEPHONE AND TELEGRAPH COMPANY
Notes to Financial Statements
(C) Provision for Pensions and Death Benefits—Prior to October 1, 1980 the Company, its
consolidated subsidiaries and Western Electric sponsored non-contributory plans which covered all
employees for service pensions and certain death benefits. Since October 1, 1980 employees of the
Company and these subsidiaries have been covered by national Bell System plans. Contributions to
such plans are made to irrevocable trust funds. It has been, and continues to be, the policy of the
companies to make contributions which are equal to the current year cost of the plans determined on a
going concern basis by actuarial methods specified by the Employee Retirement Income Security Act
of 1974 (“ERISA”). The following data relate to plan costs:
Balance of accumulated costs at
beginning of year
Current year cost
Investment income
Benefits paid
Balance of accumulated costs at
end of year
Current year cost as a percent of
salaries and wages
(NA=Not Available)

1980

1979

1978

$20,329.0
2,809.0
NA
NA

$17,202.8
2,614.5
1,276.5
(764.8)

$14,740.5
2,354.9
809.9
(702.5)

NA

$20,329.0

$17,202.8

15.0%

15.6%

16.1%

The value of pension fund assets used for actuarial purposes equals the balance of accumulated
costs shown above.
Changes in actuarial assumptions, an amendment to the plan prior to October 1, 1980 and changes
made as a result of the new plans decreased current year cost for 1980 by approximately $85.4.
Effective October 1, 1980 two newly designed national Bell System pension plans were adopted,
one for non-management and one for management employees. In addition, the pension funds of
existing Bell System pension plans were split into non-management and management segments and
then merged into the two new national Bell System pension funds. The newly designed pension plans
are subject to approval by the Internal Revenue Service (“IRS”) and are expected to reduce 1981’s
pension costs.
Statement of Financial Accounting Standards No. 36 (“Statement No. 36”) requires the following
disclosures to be made of the actuarial present value of accumulated plan benefits and the fair value of
net assets available for plan benefits (“fair value” essentially is current market value). The following
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data are based on the latest actuarial valuations and relate to the Company and its consolidated
subsidiaries’ plans prior to the October 1, 1980 changes referred to in the preceding paragraph:
December 31 December 31
1978
1979
Actuarial present value of accumulated plan benefits:
$14,252.7
$14,679.9
Vested
2,224.0
2,217.7
Non-vested
$16,897.6
$16,476.7
Total
$20,369.4
$16,385.5
Fair value of net assets available for plan benefits
Dollars in millions (except per share amounts)
The rates of return used in determining the actuarial present value of accumulated plan benefits
are the rates used by the Pension Benefit Guaranty Corporation (“PBGC”) for determining the value
of plan benefits under terminated pension plans and averaged approximately 8.0% and 6.5% annually
compounded at December 31, 1979 and 1978, respectively. If the rates used by PBGC had been 1%
lower, the actuarial present value of accumulated plan benefits at December 31, 1979 would have been
approximately $18,831.2 instead of the $16,897.6 shown above. The actuarial present value of accumu
lated plan benefits of the newly designed pension plans as determined under Statement No. 36 is
expected to be larger than the amounts shown above but less than the fair value of net assets available
for plan benefits.
The Company believes that misleading inferences concerning the plans’ funding status may result
from a comparison of the actuarial present value of accumulated plan benefits with the fair value of net
assets available for plan benefits. This is because plan assets have been accumulated by making
contributions equal to current year costs determined on a going concern basis as required by ERISA
while the determination of the actuarial present value of accumulated plan benefits required by
Statement No. 36 is made using methods and assumptions which are not the same as those used to
determine current year pension costs. For example, the required method for determining the actua
rial present value of accumulated plan benefits fails to take into consideration future wage and salary
increases which have been taken into consideration by the Company and its consolidated subsidiaries
in determining plan costs. Furthermore, the fair value of net assets available for plan benefits will
fluctuate which may create erroneous impressions with respect to long term progress on funding the
pension plans.
CONTINENTAL TELEPHONE CORPORATION
Notes to Financial Statements
1. Summary of Accounting Policies
••••

Pension Plan/The Company and substantially all of its subsidiaries have trusteed pension plans
that are maintained without cost to the employees. The Company’s policy is to fund pension costs
accrued which were approximately $25,800,000, $20,100,000 and $15,700,000, including amounts
charged to construction, for the years 1980,1979 and 1978, respectively, and represented 7.2 percent,
6.7 percent and 6.0 percent of salaries and wages for those years. The pension funds accrued include
amortization of the unfunded prior service costs over a twenty-five year period. During 1980 the
Company amended its principal plan to provide for increased benefits and liberalized early retirement
provisions. A comparison of accumulated plan benefits, computed in accordance with the Financial
Accounting Standards Board, and plan net assets for the Company’s principal defined benefit plans,
which are valued at December 31, 1979 is as follows:
(Thousands of Dollars)
Actuarial present value of accumulated plan benefits:
Vested ...............................................................................................
$ 64,939
Nonvested ........................................................................................
24,492
$ 89,431
Net assets available for benefits.........................................................
$147,910
The weighted average rate of return used in determining the actuarial present value of accumu
lated plan benefits was 8.2 percent.
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CBS, INC.
Notes to Financial Statements
11. Pension Plans
The Company and certain of its subsidiaries have several pension plans covering substantially all
of its employees, including certain employees in foreign countries. The Company’s general policy is to
fund pension costs accrued. The total pension expenses were $29,838,000, $27,308,000 and $23,331,000
for 1980, 1979 and 1978, respectively. A comparison of accumulated plan benefits and net assets
available for the Company’s domestic defined benefit plans is presented below:
January 1
1980__________ 1979__________ 1978
(Dollars in thousands)
Actuarial present value of accumulated
plan benefits:
$135,621
V ested..............................................
$113,951
$129,136
12,892
21,759
Nonvested.......................................
13,471
$157,380
Total ................................................
$126,843
$142,607
$194,174
$167,184
Net assets available for benefits............
$234,796
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 8.1 percent for 1980 and 1979, and 6.0 percent for 1978. The Company’s
foreign pension plans are not required to report to certain governmental agencies pursuant to ERISA
and generally do not determine the data as calculated and disclosed above. For those plans, the
actuarially computed values of vested benefits as of December 31, 1980, December 31, 1979 and
December 31, 1978 are exceeded by the totals of those plans’ pension funds and balance sheet accruals.
AMERICAN AIRLINES, INC.
Notes to Financial Statements
9. Retirement Benefits
Substantially all employees are eligible to participate in American’s retirement benefit plans.
Pension costs, including the amortization of prior service costs over 30 years, were approximately
$115,600,000, $102,100,000 and $89,400,000, in 1980, 1979 and 1978, respectively. The increases in
retirement benefit costs were principally due to salary increases and benefit improvements. Ameri
can’s policy is to fund accrued pension costs.
A comparison of accumulated plan benefits and net assets available for benefits for the defined
benefit plans as of January 1, 1980 is presented below (in thousands):
Actuarial present value of accumulated plan benefits (computed using
a weighted average assumed rate of return of 8.5%):
Vested
Non-vested
Net assets available for benefits

$781,600
15,000
$796,600
$857,000

During 1980, certain defined benefit plans were amended, providing for the refunding of em
ployee contributions plus credited interest and the granting of additional credited service, as defined.
The refunds made by the plans, which reduced net assets available for benefits by approximately
$111,900,000, did not affect accumulated plan benefits. American estimates these benefit im
provements will increase 1981 expense by approximately $13,500,000.
PAN AMERICAN WORLD AIRWAYS, INC.
Notes to Financial Statements
10. Employee Benefit Plans
Most employees of the Company are covered by contributory or non-contributory pension plans.
It is the Company’s policy to fund currently the actuarially computed pension costs, which include, as
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to certain defined benefit plans, amortization of prior service costs over 15 to 40 years. Total pension
costs were $100,568,000, $84,972,000 and $66,512,000 for 1980, 1979 and 1978, respectively. In 1980,
pension expense included approximately $20,450,000 relating to employees of the former National
Airlines. A change during 1980 in certain actuarial assumptions used in computing pension costs
reduced pension costs for the year by approximately $14,111,000.
A comparison of accumulated plan benefits and plan assets for the Company’s domestically funded
defined benefit plans is as follows (in thousands):
January 1,
1980
1979
Actuarial Present Value of Accumulated Plan Benefits:
Vested ....................................................................................... ...... $ 964,955
$ 876,149
39,912
30,485
Non-vested ................................................................................
$1,004,867
$ 906,634
Net Assets Available for Benefits............................................... ...... $ 743,029
$ 627,697
The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 7 percent for both 1980 and 1979.
An incentive compensation plan, approved by the stockholders in 1973, provides for awards to
key employees in cash and/or performance share units. The total amount which can be provided in any
one year cannot exceed 10 percent of consolidated net earnings in excess of 6Y4 cents per share of the
Company’s outstanding stock. Individual awards are based on merit appraisal and may not exceed 50
percent of salary. The results for 1979 and 1978 include an accrual for this plan of $2,800,000 and
$3,000,000, respectively. No provision was made in 1980.

Utilities
GENERAL PUBLIC UTILITIES CORPORATION
Notes to Financial Statements
13. Pension Plans
The Corporation’s subsidiaries have several pension plans applicable to all employees, the accrued
costs of which are being funded. The costs of supplemental pension plans applicable only to supervi
sory employees were not funded prior to 1976. The previously unfunded supplemental pension plan
costs are being funded during the five year period beginning January 1, 1977. Prior service costs
applicable to all plans are being amortized and funded over 25-year periods.
Total pension cost for the years 1980,1979, 1978, 1977 and 1976 amounted to approximately $24.2
million, $22.8 million, $19.6 million, $16.8 million and $14.9 million respectively.
Based on the latest available actuarial reports, as of January 1 , 1980, the subsidiaries’ plans had
accumulated benefits and net assets as follows:
___________(In Millions)___________
________________________________________ January 1, 1980 January 1, 1979
Actuarial present value of accumulated benefits:**
Vested
$227.1
$203.7
Nonvested
$ 33.9
$ 27.6
$261.0
$231.3
Net assets available for benefits
$234.4
$197.4
*Represents benefits earned only to the date of the evaluation by current participants in the
plans. Based upon assumption of continuation of employment by all participants until normal retire
ment age, future levels of salary increases and fund earnings, the unfunded past service liabilities for
the plans amounted to $133.0 million and $125.7 million at January 1, 1980 and 1979, respectively.
The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 8 percent for both 1980 and 1979.
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NEW ENGLAND ELECTRIC SYSTEM
Notes to Financial Statements
7. Retirement Plans
The funded plans are noncontributory and provide retirement benefits for substantially all em
ployees. Current service costs are funded annually; prior service costs are being funded over a 20 year
period. Total pension expense, including amortization of prior service costs was $8,372,000 in 1980,
$11,977,000 in 1979, and $12,452,000 in 1978.
In 1980 a restructuring of pension fund assets was accomplished and a large portion of fund assets
were invested in fixed term guaranteed rate investments. This resulted in an increase, from 5.5
percent to 8.5 percent, in the estimated return on fund assets. At the same time, the assumptions for
salary increases and Social Security escalation were also increased. The net effect of these changes
reduced pension contributions in 1980.
The comparison shown below of the market value of pension fund assets with the actuarial
present value of accumulated benefits is provided as a measure of the financial condition of the plans if
they had been terminated as of April 1, 1980.
At April 1 (thousands of dollars)_____________________________________________________1980
Actuarial present value of accumulated plan benefits
Vested
$162,030
Non-vested
2,442
Total
$164,472
Net assets available for plan benefits
$197,824
The above calculation of the actuarial present value of accumulated plan benefits used an invest
ment return of 8.1 percent which represents a weighted average of the interest rates used by the
Pension Benefit Guaranty Corporation (A federal insurer of pension benefits). It does not reflect any
future salary increases.
However, System plan benefits are based on average salary levels during the final years of
employment. Therefore, future salary increases will increase plan benefits. The actuarial liability,
shown below, was calculated using the plan’s actuarial funding method and assumptions, including an
assumption for future salary increases.
At April 1 (thousands of dollars)
Actuarial liability
Net assets available for plan benefits
Unfunded prior service liability

1980
$215,077
197,824
$ 17,253

IDAHO POWER COMPANY
Notes to Financial Statements1
11. Retirement Plans for Employees:
The Company maintains a trusteed, noncontributory pension plan for all employees who work
1,000 hours or more during a calendar year. Pension costs under the plan were $5,408,962 in 1980,
$2,474,400 in 1979, and $2,231,718 in 1978. Of these amounts approximately $3,353,000, $1,735,000
and $1,539,000 respectively, were included in operating expenses and the remainder was charged to
electric plant. The Company’s policy is to fund pension costs accrued with independent corporate
trustees.
As of January 1, 1980, date of the latest valuation, the actuarial present value of vested and
nonvested accumulated plan benefits were approximately $32,712,000 and $1,485,000, respectively, at
an assumed average annual interest rate of 7.5%. The plan’s net assets available for benefits were
approximately $19,555,000 at January 1, 1980. Major changes in plan provisions in the valuation at
January 1, 1980 included changing the benefit formula from career average formula to one based on
final average pay and the inclusion of a cost-of-living adjustment to retirees effective July 1, 1980.
In October, 1979 the Company adopted a nonqualified, deferred compensation plan for certain
senior management employees and directors that provides for benefit payments to the participant and
his or her family upon retirement or death. The plan is being funded by life insurance policies, with
premiums being paid by the Company and each participant. Insurance premiums, paid by the Com
pany in 1980 and in 1979 for this plan, were $383,074 and $96,080, respectively.
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The Company has in effect a common stock purchase plan for employees whereby for each $1 of
employee contribution, the Company will contribute 50% thereof, all such amounts to be invested by a
trustee in Idaho Power Company common stock. The Company’s contribution amounted to $558,534
for 1980, $479,129 for 1979 and $460,093 for 1978.
As provided in the Internal Revenue Code, the employees’ common stock purchase plan was
amended in 1975 to qualify the Plan as an Employee Stock Ownership Plan (ESOP) which allows the
Company to claim an additional investment tax credit of one percent. In 1977 the Plan was further
amended to take advantage of an additional credit of one-half percent if the amount is matched by the
employees. Both the one percent and one-half percent reduce the Company’s federal income taxes
payable accordingly. In 1979 credits of $825,302 for 1977, applicable to the one percent credit, and
$330,272 for 1977, applicable to the one-half percent credit, have been contributed to the trustee and
allocated among employees participating in the ESOP. However, for the years 1980,1979 and 1978, no
such credits can be claimed because the Company is not currently able to use all of the ten percent
investment tax credit (see Note 2).
ROCHESTER GAS AND ELECTRIC CORPORATION
Notes to Financial Statements
Note 1. Summary of Accounting Policies
••••

Pension Plan. The Company’s retirement plan is noncontributory and covers all regular em
ployees. Expenditures made by the Company to the retirement plan for the years 1980,1979 and 1978
were $11.4 million, $10.6 million and $9.9 million, respectively, which includes amortization for: past
service costs over 40 years, changes in the plan over 30 years, and experience gains or losses over 15
years. The actuarial methods and the accounting policy used to determine Company expenditures
were the same each year. A comparison of accumulated plan benefits and plan net assets is presented
below.
(Thousands)
January 1
____________________________________________________________1980(a)_________ 1979
Actuarial present value of accumulated plan benefits:
Vested ............................................................................................... $107,486
$ 99,220
Nonvested ........................................................................................ .............8,885_________ 1,677
___________________________________________________________ $116,371
$100,897
Market value of assets available for benefits..................................... $ 94,499______ $ 80,082*•
(a) Most recent available data
The actuarially assumed rate of return on the plan investments, used in determining the actuarial
present value of accumulated plan benefits, was 6% for all years shown. The increase in 1980 of the
present value of plan benefits reflects an increase in benefits to retired participants and a change in
actuarial assumptions regarding the provision for ancillary benefits and the application of the ERISA
maximum to all benefits.
••••

SIERRA PACIFIC POWER COMPANY
Notes to Financial Statements
J. Retirement Plan
The Company has a trusteed, non-contributory retirement plan covering substantially all of its
officers and employees. Total pension costs of $1,631,000 in 1980, $1,515,000 in 1979 and $1,334,000 in
1978 were computed using the unit credit method. Of these amounts, approximately $929,000,
$869,000 and $710,000, respectively, were included in operating expenses and the remainder was
charged to utility plant. It is the Company’s policy to fund pension costs accrued.
Changes in actuarial assumptions relative to mortality and retirement were made for the 1980
valuation. These changes had the effect of increasing the present value of accrued benefits at July 1,
1980, by approximately 3% and will decrease normal cost in the plan year 1980-81 by approximately
9½%. In addition, effective July, 1980, the plan was amended to increase early retirement benefits.
These amendments had the effect of increasing the present value of accrued benefits at July 1, 1980,
by approximately 3½% and will increase normal cost in the plan year 1980-81 by approximately 4½%.
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As of July 1 , 1980, (the most recent valuation date) the actuarial present value of vested accumu
lated plan benefits was $15,006,000, the actuarial present value of nonvested accumulated plan bene
fits was $1,826,000 and the assumed rate of return used in determining these amounts was 7%. The
value of the plan’s net assets available for benefits was $19,833,000 as of July 1, 1980.
NORTHERN INDIANA PUBLIC SERVICE COMPANY
Notes to Financial Statements
Summary of Significant Accounting Policies

••••

Pension Plan
The actuarially determined cost of the Company’s non-contributory pension plan, which covers
substantially all employees, was $17,044,000 in 1980, $13,467,000 in 1979 and $11,575,000 in 1978,
including amortization of unfunded past service cost incurred prior to January 1 , 1977, for a period of
40 years and unfunded past service cost incurred beginning January 1, 1977, for a period of 30 years.
The Company follows a policy of funding all pension costs accrued. A statement of accumulated plan
benefits and plan net assets, as of January 1, 1980 and 1979, is presented below:
________January 1,________
1980
1979

Actuarial present value of accumulated plan benefits:
Accrued vested................................................................................. $118,376,488
Accrued nonvested............................................................................
4,570,504
$122,946,992
Net assets available for benefits (market value).............................. $ 91,952,375

$91,982,865
2,790,948
$94,773,813
$77,202,045

The investment return assumption of 7% and the investment return assumption used by the
Pension Benefit Guaranty Corporation, as of January 1, 1979, 7.25% for immediate annuities, was
used in determining the actuarial present value of accumulated plan benefits as of January 1 , 1980 and
1979, respectively. Changes in actuarial assumptions used to determine the 1980 cost of the plan were
as follows: the investment return was increased from 4.75% to 7%, the mortality tables were updated,
the rates of disability and retirement were revised, and the salary scale and Social Security projec
tions were changed to include a 4% inflation factor.
• • • •

Wholesale and Retail Trade
DI GIORGIO CORPORATION
Summary of Accounting Policies
• • • •

Pension Plans
The Company maintains self-administered trusteed pension plans for virtually all employees not
covered by collective bargaining agreements. The Company uses the unit credit method in computing
annual pension costs and follows the policy of accruing and funding actuarially computed normal cost
plus unfunded prior service cost amortized over a period not in excess of 25 years.
The Company also contributes to pension plans under collective bargaining agreements. These
contributions generally are based on hours worked.
Notes to Financial Statements

• • • •

Note 5—Pension plans
The Company and its subsidiaries maintain several pension plans covering substantially all of
their non-collective bargaining employees. The total pension expense for 1980, 1979 and 1978 was
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approximately $2,450,000, $3,000,000 and $2,150,000, respectively, which includes, as to certain de
fined benefit plans, amortization of prior service cost over 25 years. The Company makes annual
contributions to the plans in accordance with the funding requirements of the Employee Retirement
Income Security Act of 1974, comprised of current service costs and amortization of unfunded prior
service costs over periods of 10 to 25 years. A comparison of accumulated plan benefits and plan net
assets for the Company-administered defined benefit plans is presented below:

Actuarial present value of accumulated plan benefits
Vested
Non-vested
Net assets available for benefits

Information available
as of January 1,
1980
1979
1978
(Amounts in thousands)
$16,286
2,738
$19,024
$16,049

$14,408
2,779
$17,187
$12,490

$11,638
2,386
$14,024
$10,171

The actuarial present value of accumulated plan benefits shown above has been determined by
discounting the future benefits earned to date, at a rate of 6% per annum. This rate is equal to the
assumed rate of return on plan assets used to determine annual funding requirements. During the
three years ended January 1, 1980, the average actual rate of return on plan assets was approximately
9%.
The Company contributes to various multi-employer pension plans under collective bargaining
agreements. The Company’s share of liabilities (if any) for unfunded benefits associated with these
plans is not determinable. Pension expense charged to earnings for contributions to these plans was
approximately $850,000, $848,000 and $775,000 in 1980, 1979 and 1978, respectively.
EARLE M. JORGENSEN COMPANY
Notes to Financial Statements
(5) Pension Plans
Employee retirement benefits are provided under two noncontributory plans for salaried and
hourly rated employees not covered under union pension plans. Benefits in the company plans are
based upon compensation, length of service and, in the salaried employee plan, upon fluctuations in
market value of a portion of the assets held by the plan. The company funds the maximum contribution
allowable under the Internal Revenue Code. The cost of the company pension plans charged to income
was $1,903,000 in 1980, $1,818,000 in 1979, and $1,558,000 in 1978, including amortization of prior
service costs. The increase in pension expense is primarily due to amendments to the plans to increase
benefits.
A comparison of estimated accumulated plan benefits and plan net assets as of January 1, 1980
and 1979 for the company’s defined benefit plans is presented below:
Actuarial present value of accumulated plan benefits
Vested
Nonvested
Net assets available for benefits

1980

1979

$18,322,000
241,000
$18,563,000
$18,954,443

$15,476,000
195,000
$15,671,000
$16,581,133

Actuarial computations assume no increase in benefits beyond those earned to date. The weighted
average assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 7½%for 1980 and 6½%for 1979.
In accordance with union agreements, the company also contributed $1,039,086 in 1980, $929,279
in 1979, and $662,110 in 1978 to union pension plans. The estimated accumulated plan benefits and plan
assets of these plans are not shown as they are multiemployer plans and consequently the company is
unable to determine its relative position or estimate its future liability under the plans.
• • • •

97

SEARS, ROEBUCK AND CO.
Notes to Financial Statements
2. Retirement plans
Expenses for retirement benefit plans were as follows:
Pension plans
Contribution to The Savings and Profit Sharing
Fund of Sears Employes
Retirement incentive
Other plans
Total

Year Ended January 31
1980
1981
1979
$263.7
$244.3
$218.4
39.1
66.7
12.8
$382.3

62.4

82.2

—

—

11.6
$318.3

19.7
$320.3

Pension
Substantially all full-time domestic employes and certain part-time employes are eligible to partici
pate in noncontributory pension plans after meeting age and service requirements. Pension benefits
are based on length of service, average annual compensation and, in certain plans, Social Security
benefits.
Plan benefits and net assets for the company’s domestic defined benefit plans as of January 1,
1980, are as follows:
Plan benefits
Vested
Non-vested
Total plan benefits
Net assets available for plan benefits

$1,178.3
111.3
$1,289.6
$ 945.0

Vested and non-vested plan benefits represent the actuarially computed present value of pension
benefits which employes have earned based upon compensation and length of service assuming volun
tary termination of employment as of January 1, 1980 (vested benefits), or have accrued irrespective
of vesting provisions of the plan (total plan benefits). The weighted average assumed rate of return
used in determining the present value of plan benefits was 6 per cent.
Sears and Allstate have non-qualified unfunded pension plans to supplement their primary pen
sion plan. These additional plans ensure that retired employes can be paid their total accrued benefits
under the benefit formula.
••••

THE PITTSTON COMPANY
Notes to Financial Statements
9 Pension Plans
The Company and its subsidiaries have several noncontributory pension plans which provide
eligible employees with retirement and disability benefits based on past and future services. The total
pension expense was $11,295,000 in 1980, $10,630,000 in 1979 and $9,873,000 in 1978, which includes
amortization of prior service costs over 10 years for the major plan and over periods up to 30 years for
other plans. The plans provide for the funding of the pension costs accrued. The following is a
comparison of accumulated plan benefits and plan net assets for all plans as of January 1, 1980:
(In thousands)
Actuarial present value of accumulated plan benefits:
Vested ....................................................................................................................................... $51,050
Non-vested ................................................................................................................................ 4,882
$55,932
Net assets available for pension benefits.................................................................................. $69,997
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The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 7%.
Under the labor contract with the United Mine Workers of America, the Company’s Coal Group
made payments, based on tons of coal produced and hours worked, into two multiemployer pension
plan trusts established for the benefit of union employees. Such payments totalled $20,493,000 in 1980,
$16,422,000 in 1979 and $12,263,000 in 1978. Under the Employee Retirement Income Security Act of
1974 as amended by the Multiemployer Pension Plan Amendments Act of 1980, an employer is liable
upon withdrawal from or termination of a multiemployer plan for its proportionate share of the plan’s
unfunded vested benefits liability. The Company estimates that its share of the unfunded vested
liabilities of these two plans amounted to approximately $113,000,000 at June 30, 1980. The relative
position of each employer associated with these plans with respect to the actuarial present value of
accumulated benefits and net assets available for benefits is not determinable.
KING’S DEPARTMENT STORES, INC.
Notes to Financial Statements
1. Summary of Significant Accounting Policies

••••

Retirement plan
The Company has two non-contributory retirement plans covering substantially all eligible em
ployees with one or more years of completed employment. Past service costs are amortized over a
thirty to forty year period. The cost of retirement benefits, which is being funded, has been deter
mined by the entry age normal method.
••••
7. Retirement and Employee Thrift Plans
The Company has a non-contributory retirement plan covering substantially all eligible em
ployees (except as noted below) with one or more years of completed employment. The Company’s
wholly-owned subsidiary, Cornwall-King’s Equities, Limited (CK), has a pension plan covering sub
stantially all non-union employees of CK. Non-union employees of CK are eligible to participate in the
plan after one year of employment, provided they have attained the age of 21 and are not covered by
any other pension plan (other than those administered by the Social Security Act) to which CK makes
contributions on their behalf. The Company intends to expand the coverage of the corporate retire
ment plan to include eligible employees of CK.
Total retirement plan expense for the fiscal year was $2,105,000 ($1,813,000 in 1979 and
$2,037,000 in 1978). Accumulated plan benefit information, as estimated by consulting actuaries, and
plan assets for the Company’s two plans are presented below:
January 1, 1980
(January 1, 1979
for CK)
February 1, 1979
Actuarial present value of accumulated plan benefits
$ 9,114,000
$13,750,000
Vested
1,767,000
5,277,000
Nonvested
$10,881,000
$19,027,000
$ 7,103,000
Net assets available for benefits
$13,793,000
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 6½% for both years for the Company’s plan and 7% for CK’s plan.
During 1979, the Company amended its plan to reflect the adoption of a career average type
benefit formula. In addition, certain actuarial assumptions were revised to better estimate anticipated
experience. The net effect of these changes on net income was not significant.
CK makes contributions along with many other employers to the International Ladies Garment
Workers’ Union National Retirement Fund, a multi-employer plan. The Employee Retirement In
come Securities Act of 1974, as amended by the Multi-Employers Pension Plan Amendment Act of
1980, imposes certain liabilities upon employers who are contributors to multi-employer plans in the
event of such employers’ withdrawal from such a plan or upon a termination of such a plan. The share
of the plan’s unfunded vested liabilities allocable to the Company, and for which it may be contingently
liable, is not ascertainable at this time.
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In 1979, the Company established a contributory savings plan for eligible employees. Under the
Plan, the Company contributes an amount equal to twenty-five percent of employee contributions, up
to a maximum of six percent of each participating employee’s salary. Contributions are maintained in
investment funds established under the Plan. Total contributions charged to income approximated
$340,000 in 1980 and $149,000 in 1979.
NATIONAL TEA CO.
Notes to Financial Statements
6. Pension Plans
The Company maintains a pension plan covering salaried and office clerical employees. Pension
expense under this plan was $859,000, $741,000 and $721,000 in 1980,1979 and 1978, respectively, and
includes amortization of prior service cost over 40 years. Pension costs are funded currently. A change
during 1980 to increase benefits had the effect of increasing pension expense by $190,000. A compari
son of accumulated plan benefits and plan net assets for the Company-maintained plan is presented
below:
Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Net assets available for benefits

January 1, 1980
(in thousands)
$12,800
200
$13,000
$ 8,900

The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 7 percent in 1980, 1979 and 1978.
For union-sponsored, multiemployer plans, contributions are made in accordance with negotiated
labor contracts. The passage of the Multiemployer Pension Plan Amendments Act of 1980 (the “Act”)
may, under certain circumstances, cause the Company to become subject to liabilities in excess of
contributions made under collective bargaining agreements. Generally, liabilities are contingent upon
the termination, withdrawal or partial withdrawal from the plans. The Company has not undertaken
to terminate, withdraw or partially withdraw from any of these plans. Under the Act, liabilities would
be based upon the Company’s proportional share of each plan’s unfunded vested benefits. The Com
pany has not received information from the plans’ administrators to determine its share of unfunded
vested benefits, if any. During the year ended January 3, 1981, the Company contributed approxi
mately $6,800,000 to all union pension plans.
THE GREAT ATLANTIC & PACIFIC TEA COMPANY, INC.
Summary of Significant Accounting Policies
••••

Retirement Plans—Annual costs of the Companies’ pension plans, which are provided for cur
rently, consist of normal cost, amortization over 40 years of unfunded prior service costs as of January
1, 1976, amortization over 30 years of changes in the unfunded actuarial liability resulting from plan
amendments and changes in actuarial assumptions and amortization over 15 years of annual actuarial
gains or losses. Annual costs under union/management administered plans are expensed as provided
for in the respective collective bargaining agreements.
••••

Notes to Financial Statements
Retirement Plans—The Company provides retirement benefits for substantially all non-union and
some union employees under the Company Retirement Plans. Most other full-time and certain parttime union employees are covered by industry plans administered jointly by management and union
representatives. The cost of all retirement plans amounted to $37.2, $42.5 and $47.9 million in fiscal
1980, 1979 and 1978, respectively.
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A comparison of accumulated plan benefits and plan net assets for the Company’s plans is as
follows:
December 31, 1980
(Dollars in thousands)
Actuarial present value of accumulated plan benefits:
$178,906
Vested
$ 5,864
Non-Vested
$184,770
$353,543
Net assets available for benefits
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 9.0 percent in fiscal 1980. The assumed rate of return used was that
published by the Pension Benefit Guaranty Corporation, an agency of the U.S. Government, for the
applicable valuation date.
The Company’s Canadian pension plans are not required to report to U.S. governmental agencies
pursuant to ERISA and do not otherwise determine the actuarial value of accumulated benefits or net
assets available for benefits as calculated and disclosed above. For those plans, the actuarially com
puted value of vested benefits as of December 31, 1980 was exceeded by the total of those plans’ assets
and balance sheet accruals.
The Company could, under certain circumstances, be liable for substantial unfunded vested
benefits or other costs of jointly administered union/management plans.

Finance
DETROITBANK CORPORATION
Notes to Financial Statements
Note 1—Accounting Policies
• •••

Retirement Plan
The corporation and its subsidiaries have a noncontributory trusteed retirement plan covering all
qualified employees over the age of 25. Annual pension costs charged against income are computed
using the aggregate cost method.
••••

Note 4—Retirement Plan
Annual pension costs charged to operating expenses amounted to $3,783,000 in 1980, $3,740,000
in 1979, and $3,076,000 in 1978. As shown below, changes were made in certain actuarial assumptions
in 1980 to reflect more closely the actual experience. These changes reduced pension expense in 1980
approximately $400,000.
1980
1979
1978
Rate of return (compounded annually).................................... 7.00%
5.00%
5.00%
Yearly salary increase to normal retirement......................... 5.00%
2.50%
2.50%
The following table shows the assets of the plan and the actuarially-computed present value of the
vested and nonvested benefits on April 30 for the last three years based on current salary levels and
years of service. Future benefits decreased in 1980 primarily due to the above changes im actuarial
assumptions and changes in the method of computing the salary base upon which pension payments
are determined (in thousands):
1980
1979
1978
$46,879
$41,771
$37,311
Market value of the plan’s assets
$24,875
$33,362
$27,449
Vested benefits.............................
$ 3,010
$ 1,732
$ 3,658
Nonvested benefits.......................
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The determination of the annual funding contribution by the corporation is based on the
actuarially-computed present value of expected future benefits using assumptions regarding turn
over, mortality, and salary increases. The following shows these expected benefits as computed by the
corporation’s actuaries (in thousands):
1980
Present value of future benefits............................................... $86,747

1979
$86,987

1978
$75,034

WELLS FARGO & COMPANY
Notes to Financial Statements
10. Employee Benefits
The Company’s retirement plan is non-contributory and covers substantially all employees. Pen
sion costs are actuarially computed and are funded as accrued.
The provision for the retirement and profit sharing plans was as follows:
Year ended December 31,
1978
1980
1979

(In thousands)
Retirement Plans:
Consolidated
Finance Subsidiaries
Profit sharing plans:
Consolidated
Finance Subsidiaries

$11,061
$ 424

$9,128
$ 303

$6,432
$ 205

$ 6,858
$ 838

$7,216
$ 751

$9,839
$ 667

The Company has a non-contributory retirement plan which covers substantially all employees.
Current service costs are funded as accrued. Past service costs are amortized and funded over a period
of 30 years from the date such costs were established. The following estimated plan benefit and asset
information is presented as of December 31, 1980.
Actuarial present value of accumulated benefits:
(In thousands)
Vested
Nonvested
Total
Net assets available for benefits

December 31,
1980
1979
$ 96,500
$108,000
16,500
16,700
$113,000
$124,700
$ 84,600
$105,500

The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was 7½ percent for both 1980 and 1979.
All salaried employees of participating Wells Fargo companies hired on or before September 1,
1975 participated in the profit sharing plans. Those hired after that date participate after three years
of service.
••••

FIRST CHICAGO CORPORATION
Notes to Financial Statements
Note 14—Employee Benefit and Incentive Plans
(a) Pension plans
Substantially all domestic employees are participants in the principal noncontributory pension
plan. Employees in foreign offices participate to varying degrees in local pension plans, which in the
aggregate are not significant.
Under the actuarial cost method used for the principal plan, annual normal costs are covered by
earnings of the pension fund assets, amortization of actuarial gains and losses and charges to operating
expense. In 1978, because of a change in the actuarially assumed rate of return on pension fund assets,
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no pension expense was required. Pension expense recorded in the consolidated statement of earnings
amounted to $2,664,000 in 1980 and $714,000 in 1979.
The principal plan has no unfunded past service liability. At December 31, 1980, the market value
of fund net assets exceeded the actuarial value of vested benefits under the actuarial cost method
used, which anticipates future service and salary increases. At year end, fund net assets also exceeded
the estimated actuarial present value of accumulated vested and nonvested benefits, as shown below.
These benefit amounts are based on service to date and current salary levels and reflect discounting at
an assumed rate of return of 9%.
(In Thousands)
Vested benefits
$ 89,000
Nonvested b e n e f i t s _______________________________________________________ 16,000
Total accumulated benefits—present value_______________________________________$105,000
Net assets available for benefits—market value
$277,000
••••

CROCKER NATIONAL CORPORATION
Notes to Financial Statements
12. Employee Benefit Plans
The bank has a noncontributory pension plan for substantially all employees and profit sharing
and bonuses for eligible employees. The amounts charged to expense for the pension plan were
$8,248,000 for 1978, $9,199,000 for 1979 and $10,991,000 for 1980. Profit sharing and bonuses paid
during those years were $7,882,000, $8,730,000 and $9,019,000, respectively.
Pension costs are accrued as actuarially determined under the Unit Credit Cost Method and are
funded. Past service costs, amounting to approximately $13,600,000 at December 31, 1980, are being
funded over periods up to 40 years beginning in 1976. Accumulated plan benefit information, as
estimated by consulting actuaries, and plan net assets are as follows:
(In thousands)
Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Total
Net assets at market value available for benefits

December 31,
1980
1979
$74,740
6,345
$81,085
$85,981

$81,000
6,800
$87,800
$106,904

The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 7.25% for 1979 and 1980.
A tax credit employee stock ownership plan (TRASOP) was established by the bank and was
effective as of 1978. Under this plan, eligible employees receive shares of the company’s common stock
and the company receives a federal income tax credit for the amount of its contribution. Employee
benefit expense included $1.6 million in 1979 and $2.3 million in 1980 related to this plan.
BANKAMERICA CORPORATION
Notes to Financial Statements
17. Employee Benefit Plans
• • • •

Retirement Plan
Substantially all permanent, salaried, domestic employees of the corporation are covered by
noncontributory defined benefit pension plans. Total pension expense, which includes amortization of
past service costs over not more than forty years, aggregated $47,103,000 in 1980; $41,491,000 in 1979;
and $37,488,000 in 1978. The corporation makes annual contributions to the plans equal to the amounts
accrued for pension expense.
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The following is a summary of accumulated benefits and net plan assets:

(At December 31)
Actuarial present value of accumulated plan benefits
of participants:
Vested
Nonvested
Current value of net plan assets available for benefits

1980
1979
(thousands)
$279,458
37,731
$317,189
$351,636

$331,289
24,634
$355,923
$269,873

The assumed rate of return used in determining the actuarial present value of accumulated plan
benefits was 12.2% for 1980 and 9.5% for 1979.
The corporation also has plans covering employees in certain foreign operations. The foreign
plans are not required to report to certain governmental agencies pursuant to ERISA and do not
otherwise determine the actuarial value of accumulated plan benefits and the current value of net plan
assets available for benefits on the same basis as the domestic plans disclosed above. For those plans,
the actuarially estimated value of vested benefits as of December 31, 1980 and 1979, exceeded net plan
assets by approximately $6,279,000 and $5,888,000, respectively.
MANUFACTURERS HANOVER CORPORATION
Notes to Financial Statements
12. Pension Plans
The Corporation and its subsidiaries have several pension plans covering substantially all em
ployees, including those in foreign countries. Total pension expense, which represents normal service
cost as computed under accepted actuarial cost methods and assumptions and approximates the
amounts funded, amounted to $29,655,000 in 1980, $26,114,000 in 1979, and $23,215,000 in 1978. A
change during 1980 in the interest rate and termination rate assumption used in computing pension
cost tempered the increase in pension cost for the year by approximately $4,000,000.
A comparison of accumulated plan benefits and plan net assets for the Corporation’s domestic
defined benefit pension plan as of the most recent valuation is presented below:
(In Thousands)
Actuarial present value of accumulated plan benefits:
Vested
Non-vested
Total
Net Assets Available for Benefits

January 1, 1980
$177,339
13,006
$190,345
$249,748

Benefit amounts reflected above do not include the impact of future salary increases or the
effects of inflation, but have been discounted to their present value using an average realistically
achievable rate for the benefit period. The assumed rate of return used in determining the actuarial
present value of accumulated plan benefits was 8⅜%.
The Corporation’s foreign pension plans do not determine the actuarial value of accumulated
benefits or net assets available for benefits as calculated and disclosed above. However, the market
value of the foreign pension plan assets were sufficient to cover the estimated vested benefits as of the
most recent valuations.
MERRILL LYNCH & CO., INC.
Notes to Financial Statements
Pensions
The Corporation has funded pension plans covering all of its eligible employees. The pension
expense for such plans was $21,076,000 in 1980, $17,008,000 in 1979 and $14,905,000 in 1978 which
includes amortization of prior service costs principally over a twenty-year period. Vested benefits
under these plans are fully funded. The policy of the Corporation is to fund accrued pension costs.
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The Corporation also has unfunded pension plans principally for certain former employees not
fully covered by the above plans. Amounts paid to pensioners are charged to earnings when paid.
Pension expense under these plans was $2,328,000 in 1980, $2,068,000 in 1979 and $1,720,000 in 1978.
A comparison of accumulated plan benefits and plan net assets for the Corporation’s domestic
funded and unfunded pension plans as of January 1, 1980 is presented below:
(In Thousands)
Actuarial present value of accumulated plan benefits
Vested...................................................................................................................................... $144,369
Nonvested................................................................................................................................ 29,963
$174,332
Net assets available for benefits............................................................................................. $134,155
The weighted average assumed rate of return used in determining the plan benefit information
was 7% for 1980. The Corporation’s foreign pension plans are not required to report to certain U.S.
governmental agencies under ERISA and do not otherwise determine the actuarial value of accumu
lated plan benefits or net assets available for benefits as calculated and disclosed above. For these
plans, the plan assets exceed the actuarially computed value of vested benefits.

Insurance
WASHINGTON NATIONAL CORPORATION
Notes to Financial Statements
Note 1—Retirement Plans
WNC and its subsidiaries have three defined benefit retirement plans covering substantially all
employees who have met the prescribed requirements for participation. Pension costs are funded
annually based on the entry age normal cost method. This method spreads actuarial gains or losses
over a participant’s remaining active employment years. Costs of the retirement plans charged
against operations were $3,100,000, $2,600,000, and $3,500,000 in 1980, 1979, and 1978, respectively.
During 1979, WNIC changed certain actuarial assumptions to a basis more consistent with its plan’s
historical experience and current economic conditions. The adoption of the revised assumptions re
sulted in a decrease in 1979 pension expense of approximately $750,000.
As of January 1, 1980, the actuarial present value of accumulated plan benefits, as estimated by
consulting actuaries using principally an assumed rate of return of 5.5%, amounted to $50,964,000, of
which $31,242,000 was vested. Plan net assets amounted to $51,271,000 at that date.
AMERICAN NATIONAL INSURANCE COMPANY
Notes to Financial Statements
(10) Pension Plans
The companies have several contributory pension plans covering substantially all of their em
ployees and agents and non-contributory plans covering home office exempt personnel. The total
pension expense for 1980 and 1979 was approximately $5,384,000 and $3,850,000, respectively, which
includes, as to certain defined benefit plans, amortization of past service cost over 15 years, and, as to
improvements in pensions for employees and agents who retired prior to July 1, 1979, a single
payment of $1,461,000 in 1980 to fund the entire cost of the improvements. The companies make
annual contributions to the plans equal to the amounts accrued for pension expense. The accumulated
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plan benefits and plan net assets of the companies’ defined benefit plans is presented below (in
thousands):
Benefit Information Date
1980
1979
Actuarial present value of accumulated plan benefits:
Vested
$26,149
$24,119
Non-Vested
4,877
4,708
$31,026
$28,827
Net assets available for plan benefits
$51,004
$45,266
The first day of the plan year is used as the benefit information date and is June 1 for seven plans,
January 1 for two plans and July 1 for one plan.
The weighted average assumed rate of return used in determining the actuarial present value of
accumulated plan benefits was approximately 6% in 1980 and 1979.
Certain changes were made in the actuarial assumptions related to three plans during 1980. These
changes did not have a significant effect on the 1980 normal pension cost.
GENERAL RE CORPORATION
Notes to Financial Statements
Note 2—Accounting Policies
• • • •

j) The Corporation maintains pension plans, the costs of which are funded as they accrue.
• • • •

Note 7—Employee Benefits
a)
Substantially all of the employees of the Corporation and its subsidiaries are covered by several
separate pension plans. The total pension expense, other than for the Trident Group, for 1980, 1979,
and 1978 was $2.3 million, $2.0 million, and $1.6 million respectively.
The amount of accrued pension expense for the year is funded by the Corporation in annual
contributions to the pension plans. The actuarial present value of accumulated benefits to participants
of the Corporation’s domestic defined benefit plan and the net assets available for those benefits are as
follows:
January 1
(in millions)_________________________________________________
1980
1979
Actuarial present value of accumulated plan benefits:
Vested
$ 9.8
$ 9.7
Nonvested
.9
1.3
Total
$10.7
$11.0
Net assets available for plan benefits
$13.9
$11.0
In determining the actuarial present value of accumulated plan benefits, an average rate of 7
percent for 1980 (5 percent for 1979 and 5 percent for 1978) was used.
b) The Corporation’s domestic subsidiaries have an Employee Savings and Profit Sharing Plan
under which employees may contribute up to 6 percent of salaries. The Corporation contributes an
additional amount which is a minimum of 50 percent of the employee’s contribution and up to an
additional 25 percent depending on the year’s profitability. Employees who contribute 6 percent of
their salaries may also elect to contribute an additional amount not to exceed 4 percent of their
salaries. This additional contribution will not be matched. Corporation contributions were $0.7 million
in 1980, $0.6 million in 1979, and $0.5 million in 1978 respectively.
c) The Corporation’s domestic subsidiaries have an annual Incentive Plan under which cash
awards may be made to eligible employees, and the Corporation has a Performance Share Plan under
which awards may be paid in cash, in shares of the Corporation’s common stock, or in a combination of
cash and shares. Awards under both plans are made at the discretion of the board of directors. In
1980, 1979, and 1978, awards totaling $4.7 million, $3.1 million, and $2.7 million were charged to
operations.
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USLIFE CORPORATION
Notes to Financial Statements
Note 5. Retirement Plan
The Company and its subsidiaries have a pension plan covering substantially all employees. The
total pension expense amounted to approximately $3.0 million, $2.7 million and $1.9 million, in 1980,
1979 and 1978, respectively, including amortization of prior service costs over a thirty year period.
Actuarial assumptions with respect to the plan were revised effective January 1, 1979 with no material
effect on the accompanying financial statements. It is the Company’s policy to fund pension costs
accrued.
As of January 1, 1980, the most recent plan valuation date, the actuarial present values of
accumulated plan benefits were $16.3 million and $1.0 million for vested benefits and non-vested
benefits, respectively, while the plan had $25.8 million net assets available for benefits at estimated
fair market value. The aforementioned actuarial present values have been computed in accordance
with recent pronouncements of the Financial Accounting Standards Board and are based upon current
salary levels and a 7% assumed discount rate.
Under an alternative method of calculation, which is similar to the above method but recognizes
that plan benefits are based upon final five year average compensation by providing for estimated
future salary increases, the aforementioned actuarial present values totalled $24.4 million.
UNITED STATES FIDELITY & GUARANTY COMPANY
Notes to Financial Statements
Note 6. Pension Plan
The Company has various noncontributory retirement plans covering substantially all regular full
time employees of the Company and its subsidiaries. Provisions under the plans, including provisions
of subsidiaries, were $4,175,000, $4,888,000 and $9,674,000 for the years ended December 31, 1980,
1979 and 1978, respectively. Effective September 1, 1979 the Company’s method for funding the cost
of the pension plans was changed from contributing normal cost and an amount to amortize the
unfunded supplemental actuarial value over a ten-year period, to contributing an amount that repre
sents a stable percentage of payroll for long-term funding purposes based on the Accounting Princi
ples Board Opinion No. 8 minimum requirement. In addition, certain plan benefits relating principally
to the survivor benefit and the early retirement reductions were improved. The net effect of these
changes was to increase net income by $2,782,000 or $.10 per share in 1979.
Based upon the latest actuarial review as of August 31, 1980, the present value of accumulated
benefits was discounted at a weighted average rate of return of 7½%, and compares to the market
value of the net assets available for benefits as follows:
Actuarial present value of accumulated plan benefits:
Vested
Nonvested
Net assets available for benefits

(in thousands)
$ 63,509
6,535
$ 70,044
$104,665

INA CORPORATION
Notes to Financial Statements
12. Pension Plans
The Corporation and certain of its subsidiaries have non-contributory pension plans covering
substantially all of their employees. The annual expense for the domestic pension plan in 1980 is equal
to the normal cost under the entry-age normal actuarial cost method plus a 15-year amortization of the
unfunded actuarial liability. Prior to 1980, the annual expense was the normal cost plus a 15-year
amortization of any deficiency, as defined, in plan assets. This change in estimating the annual
expense, together with other changes in actuarial assumptions made in 1980 related to interest and
future salary levels, increased the 1980 pension expense accrual by approximately $1,100,000. The
annual expense for the other plans is equal to the normal cost under the accrued benefit cost method.
The unfunded liability of other plans is being amortized over 10 years. The pension expense and
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funding policies are generally similar. The aggregate pension expense charged against operating
results amounted to $20,303,000 ($15,579,000 in 1979 and $13,438,000 in 1978).
Accumulated plan benefits and net assets for the Corporation’s domestic defined benefit plan as of
January 1, 1980 are as follows:
Present value of accumulated benefits:
Vested
Nonvested
Net assets available for benefits

$121,127,000
7,841,000
$128,968,000
$201,959,000

The present value of accumulated benefits is determined based upon actual salary and service
history of the covered employees as of the date of the computation. The actuarial present value of the
plan liability, which considers future estimated salary increases and other factors, is approximately
$214,333,000. Actuarial amounts are determined using an 8% assumed rate of return.
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APPENDIX A
STATEMENT OF FINANCIAL ACCOUNTING STANDARDS NO. 36
Disclosure of Pension Information
An Amendment of APB Opinion No. 8

MAY 1980

Summary

There is a need for com parability in disclosures about the
finan cial sta tu s of pension plans m ade in em ployers’ finan cial
statem en ts. A ccordingly, th is S tatem en t requires revised d is
closures about defined ben efit pension plans in em ployers’
finan cial statem en ts. The revised disclosures include the
actuarial present valu e of accum ulated plan b enefits and the
pension plan a ssets available for those benefits, both as deter
m ined in accordance w ith FA SB S tatem en t No. 35, A cco u n tin g
a n d R e p o rtin g by D efin e d B en efit P ension P lan s. Em ployers h av
ing plans for w hich accum ulated benefit inform ation is not
available w ill (1) contin ue to m ake the disclosures w ith
respect to vested b enefits called for by A PB Opinion No. 8, A c 
cou n tin g fo r th e C ost o f P en sion P la n s , and (2) disclose the
reasons w hy the inform ation required by th is S tatem en t is not
provided.
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IN T R O D U C T IO N A N D B A C K G R O U N D IN F O R M A T IO N

1. In M arch 1980, the FA SB issued S tatem en t No. 35,

A c co u n tin g a n d R e p o rtin g by D efin ed B en efit P en sion P lan s,

w hich focuses on accounting and reporting by pension plans. A
D iscussion M em orandum for a project on accoun ting by
em ployers for pensions is presently being prepared. It w ill
address the issu es rela tin g to em ployer’s accoun ting for pen
sion and other retirem ent benefits.

2. A s an interim m easure, pending com pletion of th e latter
project, the Board has decided th a t the lack of com parable d is
closures in em ployers’ fin an cial sta tem en ts about th e fin a n 
cial sta tu s of their pension plans requires an am endm ent of
ex istin g disclosure standards. M any publicly held com panies
presently disclose in th eir fin an cial sta tem en ts th e am ount of
u n fu n d ed p a st serv ice co sts, w h ich th e S e c u r itie s and
E xchange C om m ission requires to be disclosed in Form 10-K.
The am ount of past service costs can vary considerably or be
n o n ex isten t depending on th e actuarial cost m ethod selected,
w ith ou t any differences in other facts or circu m stan ces. For
th at reason, th e Board b elieves th at disclosure of unfunded
past service cost is not as u sefu l as other inform ation for
ev a lu a tin g th e im pact of pension plans on em ployers. Also,
A PB O pinion No. 8, A c co u n tin g fo r the C o st o f P en sion P lan s,
does not specify th e basis th a t should be used for valu in g pen
sion plan a ssets in determ in in g the am oun t of unfunded
vested b en efits th at O pinion requires to be disclosed. V arious
valu ation m ethods ex ist in practice. The Board believes th at
pension disclosures in fin a n cia l sta tem en ts w ould be m ore u se
fu l if em ployers w ith defined b en efit pension plans disclosed
th e actu arial present valu e o f accum ulated plan b en efits and
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net assets available for those benefits, as determined in
accordance with Statement 35.
3. As a part of its ongoing effort to develop a conceptual
framework for financial accounting and reporting, the Board
has on its agenda a project that addresses the definitions of
liabilities as well as assets and equity interests. At present,
the accounting nature of employees’ accumulated plan
benefits has not been determined. That issue will be addressed,
from the employer’s perspective, in the project on accounting
by employers for pensions. In the meantime, the Board has
concluded that summary information of the financial status of
the employer’s pension plans should be provided to an
employer’s existing and potential creditors and investors. The
Board has also concluded that the information developed for
disclosure by the pension plan was a logical basis for the
employer’s disclosures because of its relevance and because lit
tle or no additional cost would be involved.
4. This Statement does not alter the definitions of a defined
benefit pension plan and a defined contribution plan contained
in Appendix B of Opinion 8. Also, this Statement does not
change the requirements of paragraph 39 of Opinion 8; that
paragraph requires some defined contribution plans to comply
with the requirements applicable to defined benefit plans
when careful analysis indicates that the substance of the plan
is to provide defined benefits.
5. An Exposure Draft of a proposed Statement, Disclosure of
Pension and Other Post-Retirement Benefit Information, was
issued on July 12, 1979. The Board received 228 letters of com
ment in response to the Exposure Draft. Certain of the com
ments received and the Board’s consideration of them are dis
cussed in Appendix B, “Summary of Consideration of Com
ments on Exposure Draft.”
6. The Board has concluded that it can reach an informed
decision on the basis of existing data without a public hearing
and that the effective date and transition specified in
paragraph 11 are advisable in the circumstances.

111

STANDARDS OF FINANCIAL ACCOUNTING AND REPORTING

7. The Board b elieves th at pension plans are of su fficien t
im portance to an un derstan din g of finan cial position and
resu lts of operations th at th e disclosures set forth in th is
paragraph and paragraph 8 shall be m ade in finan cial s ta te 
m en ts or th e notes thereto:
a. A sta tem en t th a t pension plans exist, id en tifyin g or
describing th e em ployee groups covered,
b. A sta tem en t of th e com pany’s accounting and funding
policies,
c. The provision for pension cost for the period,
d. N atu re and effect of sig n ifica n t m atters a ffectin g com 
parability for all periods presented, such as changes in ac
coun ting m ethods (actu arial cost m ethod, am ortization of
past and prior service cost, treatm en t of actu arial gain s
and losses, etc.), ch an ges in circu m stan ces (actuarial
assum ptions, etc.), or adoption or am endm ent of a plan.
8. For its defined b en efit pension plans, an em ployer sh all
disclose for each com plete set of finan cial sta tem en ts the
follow ing data determ ined in accordance w ith S tatem en t 35 as
o f th e m ost recent b en efit inform ation d a te1 for w hich the
data are available:
a. T he actu arial present valu e of vested accum ulated plan
benefits,
b. The actu arial present valu e o f nonvested accum ulated
plan benefits,
c. T he p lans’ n et a ssets availab le for b en efits,2
d. The assum ed rates o f return used in d eterm ining th e
1The benefit information date is the date as of which the actuarial present
value of accumulated plan benefits is determined. In comparative financial
statements, data disclosed for earlier periods shall be the data available when
the earlier financial statements were originally issued.
2For purposes of this Statement, an employer’s accrued pension liability, as of
the benefit information date, shall be added to the plan’s net assets to the
extent that it exceeds contributions receivable from the employer included in
the plan’s net assets available for benefits.
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actu arial present valu es of vested and non vested accu m u
lated plan benefits,
e. The date as of w hich th e ben efit inform ation w as deter
m ined.
The data m ay be reported in total for all plans, separately for
each plan, or in such subaggregations as are considered m ost
u sefu l.3 For plans for w hich the above data are not availab le,4
the em ployer sh all contin ue to com ply w ith th e disclosure
requirem ents origin ally contained in O pinion 8, nam ely, the
excess, if any, of th e actu arially com puted valu e of vested
benefits over th e total of the pension fund and any balance
sh eet pension accruals, less any pension prepaym ents or de
ferred charges. The reasons w hy the inform ation required by
(a) through (e) above is not provided for those plans sh all be
disclosed.
9. In som e cases, th e relative position and un dertakings of an
em ployer associated w ith a m ultiem ployer plan that, pursuant
to paragraph 39 of O pinion 8, is considered to be a defined
benefit plan m ay not be determ inable. If th at situ ation ex ists
and th e circum stances are disclosed, th e requirem ents of para
graph 8 are w aived w ith regard to th at plan.
Amendment to APB Opinion No. 8

10. This S tatem en t supersedes paragraph 46 of O pinion 8.
The exam ple follow ing item 5 of paragraph 46 of Opinion 8 is
replaced by the exam ple th at appears in A ppendix A. The
requirem ents of paragraph 46 of Opinion 8 have been carried
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forward without change except as to item 4 of that paragraph,
which is changed by paragraphs 8 and 9 of this Statement.
E ffe c tiv e D ate and Transition

11. This Statement shall be effective for annual financial
statements for fiscal years beginning after December 15, 1979
and for a complete set of financial statements for interim
periods within those fiscal years issued after June 30, 1980.
Earlier application is encouraged. The disclosures required by
this Statement need not be included in financial statements
for periods beginning before the effective date of this State
ment that are being presented for comparative purposes with
financial statements for periods after the effective date, but if
included, that information shall be presented in conformity
with the provisions of this Statement.
The provisions of this Statement need
not be applied to immaterial items.
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This Statement was adopted by the affirmative votes of six
members of the Financial Accounting Standards Board. Mr.
Morgan dissented.
Mr. M organ dissents to this S tatem en t because: (a) he does
not believe the need is urgent, (b) he sees no conceptual or
pragm atic reason to require th a t sponsors and plans have sym 
m etrical reporting, and (c) he believes th a t un til the Board’s
project on accounting by em ployers for pensions is completed,
the Board should not attem p t to change rules concerning dis
closure of pension plan inform ation because such changes may
become only tem porary changes contributing more to m isun
derstanding th an to im proved understanding by the users of
such inform ation.

Members of the Financial Accounting Standards Board:
Donald J. K irk, Chairman
F rank E. Block
John W. M arch
Robert A. M organ
David Mosso
R obert T. Sprouse
R alph E. W alters
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Appendix A

EXAMPLE OF PENSION PLAN DISCLOSURE

12. The com pany and its subsidiaries have several pension
plans covering su b stan tia lly all of th eir em ployees, including
certain em ployees in foreign countries. The total pension
expense for 19X1 and 19X2 w as $XXX and $XXX respectively,
w hich includes, as to certain defined b enefit plans, am ortiza
tion of past service cost over XX years. The com pany m akes
annual contributions to the plans equal to the am ounts
accrued for pension expense. A change during 19X2 in the
actuarial cost m ethod used in com puting pension cost had the
effect of reducing n et incom e for the year by approxim ately
$XXX. A com parison of accum ulated plan b enefits and plan
net assets for the com pany’s dom estic defined benefit plans is
presented below:

A ctu arial present value of accum ulated
plan benefits:
V ested
N onvested

January 1,
19X1 19X2
$ XXX $ XXX
XXX

XXX
$ XXX

N et a ssets available for b en efits

$X XX

The w eighted average assum ed rate of return used in deter
m in in g th e actu arial present valu e of accum ulated plan
b en efits w as X percent for both 19X1 and 19X2. The com pany’s
foreign pension plans are not required to report to certain
governm ental agencies pu rsuan t to ER ISA and do not o th er
w ise determ ine th e actu arial valu e of accum ulated b en efits or
n et a ssets available for b en efits as calculated and disclosed
above. For th ose plans, th e actu arially com puted valu e of

117

vested b en efits as of D ecem ber 31, 19X1 and D ecem ber 31,
19X2 exceeded the total of those plans’ pension funds and
balance sh eet accruals less pension prepaym ents and deferred
charges by approxim ately $XXX and $XXX respectively.

118

A p p e n d ix B

SUMMARY OF CONSIDERATION OF COMMENTS
ON EXPOSURE DRAFT

13. Som e respondents questioned w hether an am endm ent to
O pinion 8 should be issu ed at th is tim e because th e project on
accoun ting by em ployers for pensions is on the agenda and w ill
include a com prehensive exam in ation of em ployer accounting
for pension and other retirem ent benefits. O ther respondents
supported issu ance of th e S tatem en t because present require
m en ts do not provide com parable and m eanin gfu l pension d is
closures. The Board agrees w ith the latter argum ents and
b elieves th e im proved com parability am ong em ployers’ fin a n 
cial sta tem en ts about th e finan cial sta tu s of th eir pension
plans w arrants proceeding w ith th e issu ance of th is S ta te
m ent.
14. The Exposure D raft w ould have required a description of
all sig n ifica n t actu arial assum ptions used to determ ine the
actu arial present valu e of accum ulated plan benefits. Som e
respondents stated th a t th e high ly tech nical and com plex
nature of actu arial assu m ptions w ould require ex ten siv e d is
closures to provide adequate inform ation for the user. O thers
stated th at m eanin gfu l disclosure of actu arial assum ptions
w ould be further com plicated for com panies w ith m ultiple
pension plans. Som e respondents proposed th e disclosure of
actu arial assu m ptions be lim ited to th e assum ed rate(s) of
in v estm en t return as th a t w as considered th e m ost sig n ifica n t
assum ption. A lthough th e Board recognizes there m ay be addi
tional sig n ifica n t assum ptions, it agreed w ith th e latter re
spondents and lim ited disclosure of actuarial assu m ptions to
th e assum ed rate(s) of return. 15
15. The Exposure D raft w ould have required disclosing a
description of other retirem en t benefits, a description of
accoun ting policies follow ed w ith respect to th ose benefits,
and th e cost of th ose b en efits included in determ ining net
incom e for th e period. Som e respondents objected to such d is
closures because th ey fe lt th a t th e costs of other retirem ent
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b en efits w ere not m aterial w hen com pared to sim ilar costs for
active em ployees. Som e respondents stated th at because
specific accoun ting standards for such benefits have not been
establish ed , disclosure requirem ents should be postponed
pending developm ent of such standards. O ther respondents
indicated th at the only sig n ifica n t disclosure regarding other
retirem ent benefits would be the difference betw een the
am ount charged to expense and the am ount th at w ould be
required usin g a generally accepted m ethod of accounting for
other retirem en t benefits. B ecause there is no au th oritative
gen erally accepted m ethod of accoun ting for other retirem ent
benefits, disclosure of th at inform ation w ould be prem ature at
th is tim e. The Board agreed w ith th e com m ents of those re
spondents and, because accoun ting for other retirem ent
b en efits is included w ith in th e scope of th e project on accoun t
ing by em ployers for pensions, th e Board deleted th a t proposed
disclosure requirem ent.
16. Som e respondents indicated th a t the Exposure D ra ft’s
sta tem en t th at the proposed disclosures w ould cause little or
no additional cost to th e em ployer w as not valid in certain
cases. For exam ple, because certain plans (e.g., foreign plans)
are not required to report inform ation to certain governm ental
agen cies pursuant to ER ISA , em ployers sponsoring those
plans w ould have to determ ine th e inform ation in paragraph 8
solely for purposes of com plying w ith th is S tatem en t. S im ilar
ly, plans h aving few er than 100 participants th at report under
ER ISA are not required to report accum ulated ben efit infor
m ation to those agen cies u n le s s th at inform ation is calculated.
The Board w as persuaded by th e argum ents of those respon
dents and concluded th a t th e appropriate criterion for requir
ing th e new disclosures required by th is S tatem en t should be
th e a v ailab ility of th e inform ation. If th a t inform ation is not
available, then em ployers are required to continue to com ply
w ith th e disclosure requirem ents originally contain ed in
paragraph 46(4) o f O pinion 8. The Board b eliev es th is
approach provides im proved disclosure in those circu m stan ces
w here th e inform ation is available and w ill involve little addi
tional cost. It w ill also not dim inish th e present disclosure by
those em ployers w ith plans for w hich th e inform ation is not
available.
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17. The Exposure D raft required th at em ployers w ith more
th an one defined ben efit pension plan group those plans as to
(a) those w ith accum ulated plan benefits exceeding a ssets and
(b) those having a ssets exceeding accum ulated plan benefits.
A num ber of respondents objected to th at requirem ent
because th ey felt th at separate disclosure of “overfunded” and
“underfunded” pension plans w ould be confusing and direct
the reader’s atten tion aw ay from the relevance of the com 
bined am ounts to the em ployer’s future pension com m itm ents.
O ther respondents stated th a t users do not gain sig n ifica n tly
m eanin gfu l inform ation from such a division. The Board con
sidered th e com m ents of th ose respondents and agreed to per
m it, in stead of require, such presentation.
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APPENDIX B
Excerpt from STATEMENT OF FINANCIAL ACCOUNTING STANDARDS NO. 35

Accounting and Reporting by Defined Benefit Pension Plans
MARCH 1980
Sum m ary

Standards

This Statement establishes standards of financial accounting and
reporting for the annual financial statements of a defined benefit
pension plan (plan). It applies both to plans in the private sector
and to plans of state and local governmental units. It does not
require the preparation, distribution, or attestation of financial
statements for any plan.
The primary objective of a plan’s financial statements is to
provide financial information that is useful in assessing the plan’s
present and future ability to pay benefits when due. To accom
plish that objective, the financial statements will include informa
tion regarding (a) the net assets available for benefits as of the
end of the plan year, (b) the changes in net assets during the
plan year, (c) the actuarial present value of accumulated plan
benefits as of either the beginning or end of the plan year,
and (d) the effects, if significant, of certain factors affecting the
year-to-year change in the actuarial present value of accumulated
plan benefits. If the date as of which the benefit information ((c)
above) is presented (the benefit inform ation date) is the begin
ning of the year, additional information is required regarding
both the net assets available for benefits as of that date and
the changes in net assets during the preceding year. Flexibility
in the manner of presenting benefit information and changes
therein (items (c) and (d) above) is permitted. Either or both
of those categories of information may be presented on the face
of one or more financial statements or in accompanying notes.
Information regarding net assets is to be prepared on the
accrual basis of accounting. Plan investments (excluding contracts
with insurance companies) are to be presented at fair value.
Contracts with insurance companies are to be presented the same
way as in the plan’s annual report to certain governmental agen
cies pursuant to the Employee Retirement Income Security Act
of 1974 (E R IS A ). Plans not subject to ERISA are to account
for their contracts with insurance companies as though they also
filed that annual report.
The primary information regarding participants’ accumulated
plan benefits reported in plan financial statements will be their
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actuarial present value. This Statement defines participants’
accumulated plan benefits as those future benefit payments that
are attributable under the plan’s provisions to employees’ service
rendered to the benefit information date. Their measurement is
primarily based on em ployees’ history of pay and service and
other appropriate factors as of that date. Future salary changes
are not considered. Future years of service are considered only
in determining em ployees’ expected eligibility for particular types
of benefits, for example, early retirement, death, and disability
benefits. To measure their actuarial present value, assumptions
are used to adjust those accumulated plan benefits to reflect the
time value of money (through discounts for interest) and the
probability of payment (by means of decrements such as for
death, disability, withdrawal, or retirement) between the benefit
information date and the expected date of payment. An assump
tion of an ongoing plan underlies those assumptions.
The use of averages and other methods of approximation con
sistent with recommended actuarial practice is permitted, pro
vided the results are substantially the same as those contemplated
by this Statement. Such simplified techniques may be particu
larly useful for plans sponsored by small employers.
Plan financial statements are required to include certain infor
mation about (a) the plan, (b) the results of transactions and
other events that affect the information presented regarding net
assets and participants’ benefits, and (c) other factors necessary for
users to understand the information provided.
This Statement is effective for plan years beginning after
December 15, 1980.
Basis for Conclusions

In developing the foregoing standards, the Board first identified
both the users of plan financial statements and the objectives
of those statements. The Board believes that the content of
plan financial statements should focus on the needs of partici
pants because pension plans exist primarily for their bene
fit. However, plan financial statements should also be useful to
others who either advise or represent participants, are present or
potential investors or creditors of the employer(s), are responsible
for funding the plan, or for other reasons have a derived or indi
rect interest in the plan’s financial status.
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Because employees render service long before they receive the
benefits to which they are entitled as a result of that service, they
are concerned with whether the plan will be able to pay their
future benefits. Therefore, the Board concluded that the primary
objective of plan financial statements should be to provide financial
information that is useful in assessing the plan’s present and future
ability to pay benefits when due. However, plan financial state
ments do not provide all the information necessary for that assess
ment. They should be used in combination with other pertinent
information, including information about the financial condition
of the employer(s) and, for plans subject to ERISA, the guaranty
of the Pension Benefit Guaranty Corporation. Also, financial state
ments for several plan years can provide information more useful
in assessing the plan’s future ability to pay benefits than can the
financial statements for a single plan year.
Because a plan’s net assets are the existing means by which it
may provide benefits, information about them (the net asset in
form ation ) is considered essential in assessing a plan’s ability to
pay benefits when due. The Board believes that measuring a
plan’s investments (other than contracts with insurance com 
panies) at fair value will provide the most relevant information
about those assets consistent with the primary objective of plan
financial statements.
Insurance companies offer plans a wide variety of contracts.
Because of their complexity, several difficult issues arise in recog
nizing and measuring the elements of such contracts that consti
tute plan assets. The Board decided that sufficient information
was not available at this time to enable it to reach definitive
conclusions about certain conceptual and implementation issues.
It therefore chose the practical solution of requiring contracts with
insurance companies to be reported in plan financial statements
in the same way they are reported (for ERISA plans) or would
have been reported (for non-ERISA plans) in the annual report
required by ERISA to be filed with certain governmental agencies.
That approach may result in such contracts being presented at
other than fair value.
To be useful in assessing a plan’s present and future ability to
pay benefits when due, plan financial statements must also present
information about the benefits to be paid. The Board believes that
information (the benefit in form ation ) should relate to the benefits
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reasonably expected to be paid in exchange for em ployees’ service
to the benefit information date. Because the Board did not deem
it essential at this time to resolve the issue of the accounting
nature of the benefit information, this Statement does not prescribe
its location in the financial statements.
The initial Exposure Draft required that both the benefit and
net asset information be determined as of the same date. Thus,
if the plan’s annual financial statements were as of the end of
the plan year, end-of-year benefit information was required. A
number of respondents expressed the view that determination of
end-of-year benefit information on a timely basis was not practical
and would cause increased actuarial fees. They indicated that
most actuarial valuations are performed during the year using
data as of the beginning of the year. Changing that practice at
this time might create significant timing problems in terms of
scheduling the actuaries’ workload and, in some cases, obtaining
necessary end-of-year data.
The Board concluded that the perceived costs of requiring endof-year benefit information at this time may exceed the potential
benefits of such information. Therefore, this Statement provides
for the presentation of benefit information as of either the be
ginning or end of the year. However, the Board continues to
believe that presenting both net asset and benefit information
as of the same date is necessary to present the financial status
of the plan. Therefore, if benefit information is presented as of
the beginning of the year, this Statement requires that net asset
information also be presented as of that date.
The information about a plan’s ability to pay benefits when due
that is provided by its financial statements is affected whenever
transactions and other events affect the net asset or benefit infor
mation presented in those statements. Normally, a plan’s ability to
pay participants’ benefits does not remain constant. Therefore,
users of the financial statements are concerned with assessing the
plan’s ability to pay participants’ benefits not only as of a point in
time but also on a continuing basis. To facilitate that latter assess
ment, users need to know the reasons for changes in the net asset
and benefit information reported in successive financial statements.
Therefore, the Board concluded that plan financial statements
should include (a) information regarding the year-to-year change
in the net assets available for benefits and (b ) disclosure of the ef
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fects, if significant, of certain factors affecting the year-to-year
change in the benefit information.
If the benefit information date is the beginning of the year, the
required disclosure regarding the year-to-year change in the
benefit information will relate to the preceding year. Present
ing information regarding changes in both the net asset and benefit
information for the same period is necessary to present the
changes in the plan’s financial status for that period. Therefore, if
the benefit information date is the beginning of the year, informa
tion regarding the changes in net assets during the preceding
year is also required.
Determination of the net asset and benefit information may be
affected by estimates and judgment. The Board believes users can
better evaluate that information if the underlying assumptions and
methods are disclosed. In addition, certain explanations may be
needed for users to understand the information provided by a
plan’s financial statements. Therefore, this Statement requires
certain disclosures regarding the plan, the effects of certain
transactions and events, and other factors necessary for users to
understand the information provided.
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INTRODUCTION

1. This Statement establishes standards of financial accounting
and reporting for the annual financial statements of a defined
benefit pension plan (pension plan or plan).* Plans covered are
those that principally provide pension benefits but may also pro
vide benefits on death, disability, or termination of employment.
2. This Statement applies to an ongoing plan that provides pension
benefits for the employees of one or more employers, including
state and local governments, or for the members of a trade or
other employee association. Such a plan may have no inter
mediary funding agency or it may be financed through one or more
trust funds, one or more contracts with insurance companies, or a
combination thereof. This Statement applies to plans that are sub
ject to the provisions of the Employee Retirement Incom e Security
Act of 1974 (ERISA or the Act) as well as to those that are not.
It is not intended to apply to a plan that is expected to be ter
minated, nor to a government-sponsored social security plan.
This Statement does not require the preparation, distribution, or
attestation of any plan’s financial statements (paragraph 51).
3. Standards of financial accounting and reporting for defined
benefit pension plans are presented in paragraphs 4-30. Back
ground information for this Statement is presented in Appendix A.
The basis for the Board’s conclusions, as well as alternatives con
sidered and reasons for their rejection, are discussed in Appendix
B. Illustrations of certain applications of the requirements of this
Statement appear in Appendixes D and E.
* Terms defined in the Glossary (Appendix C) are in boldface type the first
time they appear in this Statement.
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STANDARDS OF FINANCIAL ACCOUNTING AND REPORTING
Existing Generally Accepted Accounting Principles

4. Existing generally accepted accounting principles other than
those discussed in this Statement may apply to the financial state
ments of defined benefit pension plans. The financial accounting
standards discussed in this Statement are those of particular
importance to pension plans or that differ from existing generally
accepted accounting principles for other types of entities.
Primary Objective of Plan Financial Statements

5. The primary objective of a pension plan’s financial statements
is to provide financial information that is useful in assessing the
plan’s present and future ability to pay benefits when due.1 To
accomplish that objective, a plan’s financial statements should
provide information about (a) plan resources and how the
stewardship responsibility for those resources has been discharged,
(b) the accumulated plan benefits of participants, (c) the results
of transactions and events that affect the information regarding
those resources and benefits, and (d) other factors necessary for
users to understand the information provided.
Financial Statements

6. The annual financial statements of a plan shall include:
a. A statement that includes information regarding the net assets
available for benefits as of the end of the plan year
b. A statement that includes information regarding the changes
during the year in the net assets available for benefits
c. Information regarding the actuarial present value of accumu1 The Board recognizes that (a) information in addition to that contained
in a plan’s financial statements is needed in assessing the plan’s present
and future ability to pay benefits when due and (b) financial statements
for several plan years can provide information more useful in assessing
the plan’s future ability to pay benefits than can the financial statements
for a single plan year (paragraphs 58-63).
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lated plan benefits as of either the beginning2 or end of the

plan year
d. Information regarding the effects, if significant, of certain fac
tors affecting the year-to-year change in the actuarial present
value of accumulated plan benefits.
7. The primary objective set forth in paragraph 5 is satisfied only
if (a) information regarding both the net assets available for bene
fits and the actuarial present value of accumulated plan benefits is
presented as of the same date and (b) information regarding both
the changes in net assets available for benefits and the changes in
the actuarial present value of accumulated plan benefits is pre
sented for the same period. Therefore, if the benefit information
date pursuant to paragraph 6(c) is the beginning of the year, a
statement that includes information regarding the net assets avail
able for benefits as of that date and a statement that includes infor
mation regarding the changes during the preceding year in the net
assets available for benefits shall also be presented. Use of an
end-of-year benefit information date is considered preferable.
Plans are encouraged to develop procedures to enable them to
use that date (paragraph 29).
8. The Board believes it is desirable to allow certain flexibility
in presenting the information regarding the actuarial present value
of accumulated plan benefits and the year-to-year changes therein.
Therefore, either or both of those categories of information may be
presented on the face of one or more financial statements or in
notes thereto. Regardless of the format selected, each category
of information shall be presented in its entirety in the same loca
tion. If a statement format is selected for either category, a
separate statement may be used to present that information or,
provided the information is as of the same date or for the same
period, that information may be presented together with informa
tion regarding the net assets available for benefits and the year-toyear changes therein.
2 Financial information presented as of the beginning of the year shall be
the amounts as of the end of the preceding year.
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Net Assets Available for Benefits

9. The accrual basis of accounting3 shall be used in preparing
information regarding the net assets available for benefits. The
information shall be presented in such reasonable detail as is
necessary to identify the plan’s resources that are available for
benefits.
Contributions Receivable

10. Contributions receivable are the amounts due as of the

reporting date to the plan from the employer(s), participants,

and other sources of funding (for example, state subsidies or
federal grants— which shall be separately identified). Amounts
due include those pursuant to formal commitments as well as
legal or contractual requirements. With respect to an employer’s
contributions, evidence of a formal commitment may include (a)
a resolution by the employer’s governing body approving a speci
fied contribution, (b) a consistent pattern of making payments
after the plan’s year-end pursuant to an established funding policy
that attributes such subsequent payments to the preceding plan
year, (c) a deduction of a contribution for federal tax purposes
for periods ending on or before the reporting date, or (d) the
employer’s recognition as of the reporting date of a contribution
payable to the plan.4
Investments

11. Plan investments, whether equity or debt securities, real estate,
or other (excluding contracts with insurance companies) shall be
presented at their fair value at the reporting date. The fair value
of an investment is the amount that the plan could reasonably
expect to receive for it in a current sale between a willing buyer
and a willing seller, that is, other than in a forced or liquidation
3 The accrual basis requires that purchases and sales of securities be re
corded on a trade-date basis. However, if the settlement date is after the
reporting date and (a) the fair value of securities purchased or sold just
before the reporting date does not change significantly from the trade date
to the reporting date, and (b) the purchases or sales do not significantly
affect the composition of the plan’s assets available for benefits, accounting
on a settlement-date basis for such sales and purchases is acceptable.
4 The existence of accrued pension costs does not, by itself, provide suffi
cient support for recognition of a contribution receivable (paragraph 92).
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sale. Fair value shall be measured by the market price if there
is an active market for the investment. If there is not an active
market for an investment but there is such a market for similar
investments, selling prices in that market may be helpful in
estimating fair value. If a market price is not available, a fore
cast of expected cash flows may aid in estimating fair value,
provided the expected cash flows are discounted at a rate commen
surate with the risk involved.56
12. Contracts with insurance companies shall be presented in
the same manner as that contained in the annual report filed by
the plan with certain governmental agencies pursuant to ERISA.6
A plan not subject to ERISA shall similarly present its contracts
with insurance companies, that is, as if the plan were subject to
the reporting requirements of ERISA.
13. Information regarding a plan’s investments shall be presented
in enough detail to identify the types of investments and shall indi
cate whether reported fair values have been measured by quoted
prices in an active market or are fair values otherwise determined.
(Paragraphs 28(g) and 28(h) require certain additional disclosures
related to investments.)
Operating Assets

14. Plan assets used in plan operations (for example, buildings,
equipment, furniture and fixtures, and leasehold improvements)
shall be presented at cost less accumulated depreciation or amor
tization.
Changes in Net Assets Available for Benefits

15. Information regarding changes in net assets available for
benefits shall be presented in enough detail to identify the signifi5 For an indication of factors to be considered in determining the discount
rate, see paragraphs 13 and 14 of APB Opinion No. 21, Interest on R e
ceivables and P ayables. If significant, the fair value of an investment shall
reflect the brokerage commissions and other costs normally incurred
in a sale.
6 For 1979 plan years, the pertinent governmental reporting requirements
relate to item 13 of either Form 5500 or Form 5500-C.
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cant changes during the year. Minimum disclosure shall include:
a. The net appreciation (depreciation)7 in fair value for each
significant class of investments, segregated between investments
whose fair values have been measured by quoted prices in an
active market and those whose fair values have been otherwise
determined
b. Investment income (exclusive of (a) above)
c. Contributions from the employer(s), segregated between cash
and noncash contributions8
d. Contributions from participants, including those transmitted
by the sponsor
e. Contributions from other identified sources (for example, state
subsidies or federal grants)
f. Benefits paid to participants
g. Payments to insurance companies to purchase contracts that
are excluded from plan assets9
h. Administrative expenses.
Actuarial Present Value of Accumulated Plan Benefits

16. Accumulated plan benefits are those future benefit payments
that are attributable under the plan’s provisions to em ployees’
service rendered to the benefit information date. Accumulated
plan benefits comprise benefits expected to be paid to (a) retired
or terminated employees or their beneficiaries, (b) beneficiaries of
deceased employees, and (c) present employees or their benefi
ciaries.
17. To the extent possible, plan provisions shall apply in measur
ing accumulated plan benefits. In some plans, benefits are a
specified amount for each year of service. Even if a plan does
not specify a benefit for each year of service, another of its provi7 Realized gains and losses on investments that were both bought and sold
during the year shall be included.
8 A noncash contribution shall be recorded at fair value. The nature of non
cash contributions shall be described, either parenthetically or in a note.
9 Paragraph 28(e) requires disclosure of the plan’s dividend income related
to excluded contracts and permits that income to be netted against item (g).
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sions (for example, a provision applicable to terminated employees
or to termination of the plan— if independent of funding patterns)
may indicate how to measure accumulated plan benefits. If the
benefit for each year of service is not stated by or clearly determin
able from the provisions of the plan, the benefit shall be considered
to accumulate in proportion to (a) the ratio of the number of years
of service completed to the benefit information date to the
number that will have been completed when the benefit will first
be fully vested, if the type of benefit is includable in vested benefits
(for example, a supplemental early retirement benefit that is a
vested benefit after a stated number of years of service), or (b) the
ratio of completed years of service to projected years of service
upon anticipated separation from covered employment, if the type
of benefit is not includable in vested benefits (for example, a death
or disability benefit that is payable only if death or disability occurs
during active service).
18. In measuring accumulated plan benefits, the following shall
apply:
a. Except as indicated in (b) and (c) below, accumulated plan
benefits shall be based on em ployees’ history of pay and service
and other appropriate factors as of the benefit information
date.10
b. Projected years of service shall be a factor only in determining
em ployees’ expected eligibility for particular benefits, such as:
i. Increased benefits that are granted provided a specified
number of years of service are rendered (for example, a
pension benefit that is increased from $9 per month to $10
per month for each year of service if 20 or more years of
service are rendered)
ii. Early retirement benefits
iii. Death benefits
iv. Disability benefits.
c. Automatic benefit increases specified by the plan (for example,
automatic cost-of-living increases) that are expected to occur
after the benefit information date shall be recognized.
10 An example of the application of paragraphs 18(a) and 18(b) appears in
Appendix E.
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d. Benefits to be provided by means of contracts excluded from
plan assets for which payments to the insurance company have
been made shall be excluded.
e. Plan amendments adopted after the benefit information date
shall not be recognized.
f. If it is necessary to take future compensation into account in
the determination of Social Security benefits, em ployees’ com 
pensation as of the benefit information date shall be assumed to
remain unchanged during their assumed future service. In
creases in the wage base or benefit level pursuant to either
the existing Social Security law or possible future amendments
of the law shall not be recognized.
19. The actuarial present value of accumulated plan benefits is
that amount as of the benefit information date that results from
applying actuarial assumptions to the benefit amounts determined
pursuant to paragraphs 16-18, with the actuarial assumptions being
used to adjust those amounts to reflect the time value of money
(through discounts for interest) and the probability of payment
(by means of decrements such as for death, disability, withdrawal,
or retirement) between the benefit information date and the ex
pected date of payment.
20. An assumption of an ongoing plan shall underlie the other
assumptions used in determining the actuarial present value of
accumulated plan benefits. Every other significant assumption used
in that determination and disclosed pursuant to paragraph 27(b)
shall reflect the best estimate of the plan’s future experience solely
with respect to that individual assumption. As to certain assump
tions, the following shall apply:
a. Assumed rates of return shall reflect the expected rates of
return during the periods for which payment of benefits is
deferred and shall be consistent with returns realistically
achievable on the types of assets held by the plan and the
plan’s investment policy. To the extent that assumed rates
of return are based on values of existing plan assets, the values
used in determining assumed rates of return shall be the values
presented in the plan’s financial statements pursuant to the
requirements of this Statement.
b. Expected rates of inflation assumed in estimating automatic
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cost-of-living adjustments shall be consistent with the assumed
rates of return.
c. Administrative expenses expected to be paid by the plan (not
those paid by the sponsor) that are associated with providing
accumulated plan benefits shall be reflected either by appropri
ately adjusting the assumed rates of return or by assigning
those expenses to future periods and discounting them to
the benefit information date. If the former method is used,
the adjustment of the assumed rates of return shall be sepa
rately disclosed (paragraph 27(b)).
21. In selecting certain assumptions to be used in determining the
actuarial present value of accumulated plan benefits, an acceptable
alternative to that discussed in paragraph 20 is to use those assump
tions that are inherent in the estimated cost at the benefit informa
tion date to obtain a contract with an insurance company to pro
vide participants with their accumulated plan benefits. Those
other assumptions that are necessary but are not inherent in that
estimated cost shall be selected pursuant to the requirements in
paragraph 20.
Presentation of the Actuarial Present Value of Accumulated Plan Benefits

22. The total actuarial present value of accumulated plan bene
fits as of the benefit information date shall be segmented into at
least the following categories:
a. Vested benefits of participants currently receiving payments
b. Other vested benefits
c. Nonvested benefits.
Category (a) shall include those benefits due and payable as of
the benefit information date. Present employees’ accumulated con
tributions as of the benefit information date (including interest, if
any) shall be disclosed. If interest has been credited on employees’
contributions, the rate(s) shall be disclosed.
Changes in the Actuarial Present Value of
Accumulated Plan Benefits

23. Changes in actuarial assumptions made to reflect changes in
the plan’s expected experience shall be viewed as changes in
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estimates. That is, the effects of those changes shall be accounted
for in the year of change (or in the year of change and future
years if the change affects both) and shall not be accounted for
by restating amounts reported in financial statements for prior
years or by reporting pro forma amounts for prior years.
24. Assumed rates of return used to determine the actuarial
present value of accumulated plan benefits may change periodically
due to changes in expected rates of return or as changes occur
in the factors affecting estimates. A change in assumed rates of
return need not necessarily result when a decision is made to
replace fixed-income securities currently held with lower-rated
fixed-income securities because the higher yield associated with
the lower-rated securities reflects increased risk. Accordingly, a
higher ultimate return on the aggregate investment portfolio may
not result.
Presentation of Changes in the Actuarial Present Value of
Accumulated Plan Benefits

25. If significant, either individually or in the aggregate, the
effects of certain factors affecting the change in the actuarial
present value of accumulated plan benefits from the preceding
to the current benefit information date shall be identified. Effects
that are individually significant shall be separately identified.
Minimum disclosure shall include the significant effects of factors
such as the following:
a. Plan amendments
b. Changes in the nature of the plan (for example, a plan spin
off or a merger with another plan)
c. Changes in actuarial assumptions.11
The significant effects of other factors may also be identified,1
11 Plans that measure the actuarial present value of accumulated plan
benefits by insurance company rates pursuant to the alternative approach
described in paragraph 21 shall, if practicable, disclose the effects of changes
in actuarial assumptions reflected in changes in those insurance rates.
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including, for example, benefits accumulated,12 the increase (for
interest) as a result of the decrease in the discount period, and
benefits paid. If presented, benefits p a id shall not include benefit
payments made by an insurance company in accordance with a
contract that is excluded from plan assets. However, amounts
paid by the plan to an insurance company pursuant to such a
contract (including purchasing annuities with amounts allocated
from existing investments with the insurance company) shall be
included in benefits p a id .13 If the minimum required disclosure is
presented in other than a statement format, the actuarial present
value of accumulated plan benefits as of the preceding benefit
information date shall also be presented.
26. Information regarding changes in the actuarial present
value of accumulated plan benefits may be presented either (a)
in a statement that accounts for the change between two benefit
information dates or (b) elsewhere in the financial statements.
If only the minimum required disclosure is presented, presenta
tion in a statement format will necessitate an additional unidenti
fied “other” category to reconcile the beginning and ending
amounts.
Additional Financial Statement Disclosures

27. Disclosure of the plan’s accounting policies14 shall include
the following:
a.

A description of the method(s) and significant assumptions
used to determine the fair value of investments and the re
ported value of contracts with insurance companies.

12 Actuarial experience gains or losses may be included with the effects of
additional benefits accumulated rather than being separately disclosed.
If the effects of changes in actuarial assumptions discussed in footnote
11 cannot be separately disclosed, those effects shall be included in bene
fits accumulated.
13 Due to the use of different actuarial assumptions, the amount paid by the
plan to an insurance company may be different from the previous measure
of the actuarial present value of the related accumulated plan benefits. That
difference is an actuarial experience gain or loss (footnote 12).
14 See APB Opinion No. 22, D isclosure o f A ccou n tin g P olicies.
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b. A description of the method and significant assumptions (for
example, assumed rates of return, inflation rates, and retire
ment ages) used to determine the actuarial present value of
accumulated plan benefits. Any significant changes of method
or assumptions between benefit information dates shall be
described.
28. The financial statements shall include the following additional
disclosures, if applicable:
a. A brief, general description of the plan agreement, including—
but not limited to— vesting and benefit provisions.15
b. A description of significant plan amendments adopted during
the year ending on the latest benefit information date. If
significant amendments were adopted between the latest bene
fit information date and the plan’s year-end, it shall be indi
cated that the actuarial present value of accumulated plan
benefits does not reflect those amendments.
c. A brief, general description of (i) the priority order of par
ticipants’ claims to the assets of the plan upon plan termina
tion and (ii) benefits guaranteed by the Pension Benefit Guar
anty Corporation (PBGC), including a discussion of the appli
cation of the PBGC guaranty to any recent plan amendment.16
d. The funding policy and any changes in such policy during the
plan year.17 For a contributory plan, the disclosure shall state
15 If a plan agreement or a description thereof providing this information
is otherwise published and made available, the description required by para
graph 28(a) may be omitted provided that reference to such other source
is made.
16 If material providing this information is otherwise published and made
available to participants, the descriptions required by paragraph 28(c) may
be omitted provided that (a) reference to such other source is made and
(b) disclosure similar to the following is made in the financial statements:
“Should the plan terminate at some future time, its net assets generally
will not be available on a pro rata basis to provide participants’ benefits.
Whether a particular participant’s accumulated plan benefits will be paid
depends on both the priority of those benefits and the level of benefits
guaranteed by the PBGC at that time. Some benefits may be fully or
partially provided for by the then existing assets and the PBGC guaranty
while other benefits may not be provided for at all.”
17 If significant costs of plan administration are being absorbed by the em 
ployer(s), that fact shall be disclosed.
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e.

f.
g.
h.

i.

the method of determining participants’ contributions. Plans
subject to ERISA shall disclose whether the minimum fund
ing requirements of ERISA have been met. If a minimum
funding waiver has been granted by the Internal Revenue
Service (IRS) or if a request for a waiver is pending before
the IRS, that fact shall be disclosed.
The policy regarding the purchase of contracts with insurance
companies that are excluded from plan assets. The plan’s divi
dend income for the year that is related to excluded contracts
shall be disclosed, and for purposes of paragraph 15 may be
netted against item (g).
The federal income tax status of the plan, if a favorable letter
of determination has not been obtained or maintained.
Identification of investments that represent five percent or
more of the net assets available for benefits.
Significant real estate or other transactions in which the plan
and any of the following parties are jointly involved: (i) the
sponsor, (ii) the employer(s), or (iii) the employee organiza
tion(s).
Unusual or infrequent events or transactions occurring after
the latest benefit information date but before issuance of the
financial statements that might significantly affect the useful
ness of the financial statements in an assessment of the plan’s
present and future ability to pay benefits. For example, a
plan amendment adopted after the latest benefit information
date that significantly increases future benefits that are attribut
able to employees’ service rendered before that date shall be
disclosed. If reasonably determinable, the effects of such
events or transactions shall be disclosed. If such effects are
not quantified, the reasons why they are not reasonably
determinable shall be disclosed.

Use of Averages or Reasonable Approximations

29. The Board recognizes that literal application of certain of
the requirements of this Statement could require a degree of
detail in recordkeeping and computation that might be unduly
burdensome. Accordingly, the use of averages or other methods
of approximation is appropriate, provided the results obtained
are substantially the same as the results contemplated by this
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Statement. Thus, rolling back to the beginning of the year or
projecting to the end of the year detailed em ployee servicerelated data as of a date within the year may be acceptable in
approximating beginning- or end-of-year benefit information.
The use of averages and other methods of approximation con
sistent with recommended actuarial practice may be useful in
conjunction with other provisions of this Statement, particularly
when applied to plans sponsored by small employers. If par
ticipants’ individual historical salary data for plan years before
the effective date of this Statement are not available, reasonable
approximations thereof are acceptable.
Effective Date and Transition

30. This Statement shall be effective for plan years beginning
after December 15, 1980. Earlier application is encouraged.
Accounting changes adopted to conform to the provisions of this
Statement shall be made retroactively. Financial statements of
prior plan years are required to be restated to comply with the
provisions of this Statement on ly if presented together with finan
cial statements for plan years beginning after December 15, 1980.
If accounting changes were necessary to conform to the pro
visions of this Statement, that fact shall be disclosed when finan
cial statements for the year in which this Statement is first applied
are presented either alone or only with financial statements of
prior years.

The provisions of this Statement need
not be applied to immaterial items.
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This S tatem en t w as a d o p ted b y the affirm ative vo tes of four
m em bers o f the Financial A ccou n tin g Standards B oard. M essrs.
M arch, M organ, an d W alters dissen ted.

Messrs. March, Morgan, and Walters dissent to this Statement
because, in their opinion, it establishes an unattainable objective
for a plan’s financial statements, it improperly includes what they
consider to be actuarial statements within the financial statements
rather than as supplementary information outside the financial
statements, and it prescribes detailed reporting beyond reasonable
usefulness to plan participants. They share an overriding concern
that, taken as a whole, these provisions invite comparison of items
that do not possess enough common properties to be directly
comparable and lend an unjustified aura of reliability to estimates
of the future.
They believe that the stated primary objective of a pension
plan’s financial statements, “. . . to provide financial information
that is useful in assessing the plan’s presen t and future ability to
pay benefits when due,” promises more than can be achieved and
will foster unreasonable expectations. In most cases, the plan’s
ability to pay benefits will depend primarily on the continuing
support and financial health of the plan sponsor far into the
future. In their view, users are not well served by an objective
and a presentation that suggest that a sp o t com parison of the
estimated present value of benefits to the current market valuation
of assets held is a relevant or reliable indicator of a plan’s ability
to pay benefits when due. The benefit information is a product
of estimates of events and conditions and payments over decades;
the asset information necessarily relates to specific assets existing
and values prevailing at a specific moment, often emphasizing
temporary or short-run conditions. The trend o ver tim e of ac
cumulated assets and benefits payable may indicate funding
progress and the historical record of the investment policy and
actuarial assumptions, but even that has limited value in assessing
ability to make remote benefit payments.
They believe the primary objective of a pension plan’s financial
reporting should be to provide financial information about re
sources and financial activities of the plan that is useful in assessing
the stewardship of the plan’s administrators; an appropriate sup
plemental objective is to provide information about plan benefits
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and the trends o ver tim e in the accumulation of resources and
benefits.
They believe the total effect of the following factors creates a
powerful presumption that the information regarding the actuarial
present value of accumulated plan benefits, changes in such actu
arial values, and related disclosures (paragraphs 6(c), 6(d), 7, 8,
and 16-26) should not be designated as part of the financial state
ments of the plan:
1. The essence of the information presented is based on esti
mates of probabilities, conditions, and events that may happen
far into the future, vulnerable to all kinds of uncertainties and
less reliable than financial statement measurements in general.
Although actuarial estimates and judgments are often used in
accounting measurements, they are only a part of an account
ing presentation and not, as here, the totality of the informa
tion content.
2. Accumulated benefits have not been identified as liabilities or
other elements of financial statements of pension plans.
Trustees and plan administrators are responsible for steward
ship of the funds entrusted to them and payment of benefits
in compliance with the plan, but only to the extent of those
funds.
3. Independent auditors are not trained to perform a substantive
audit (that is, make an expert challenge) of the actuarial find
ings.
4. Congress, in adopting ERISA, identified the financial state
ments of a plan (Statements of Assets and Liabilities and
Changes in Net Assets Available for Plan Benefits) to be
covered by the opinion of an independent accountant as sepa
rate and distinct from actuarial statements to be covered by
the opinion of an enrolled actuary.
They conclude that this presumption has not been overcome and
disagree with the Board’s determination that what are effectively
actuarial statements are to be included within the financial state
ments. This is not just a theoretical distinction. It has potentially
significant cost/benefit implications if the financial statements
are audited. If the actuarial data are considered to be within
financial statements, there is a presumption that they will be
covered by the report of the independent auditor. In their view,
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the benefits of an auditor’s opinion on these actuarial statements
are doubtful, but the costs of the audit are real. They believe
that a plan’s financial report should consist of financial statements
accompanied by the report of the independent auditor and ac
tuarial information accompanied by the report of the actuary,
if expert opinions are desired.
Messrs. March, Morgan, and Walters believe that the active
cooperation between the Board and the actuarial profession in
this project is a significant milestone toward more consistent re
porting of actuarial data. They believe, however, that the Board
has dealt in this Statement with choices of details and refinements
in actuarial determinations (paragraphs 17-21) that should be
left to the actuarial profession as long as their guidelines produce
information relevant to the objectives of financial reporting.
They also are not convinced that plan participants need the
detailed disclosures prescribed by this Statement, particularly as
to actuarial methods, changes, and assumptions (paragraph 27)
and as to the matters in paragraph 28. Users wishing such details
for large private plans can obtain them from the annual reports
filed with the Department of Labor which are available to partici
pants on request. It should be sufficient to provide summarized
benefit information as of the most recent actuarial valuation for
plans with fewer than 100 participants, rather than to require an
update for each annual report. They understand that less statis
tical reliability can be expected from actuarial data for these
small plans.
M em bers o f the F in an cial A cco u n tin g Standards B oard:

Donald J. Kirk, C hairm an
Frank E. Block
John W. March
Robert A . Morgan
David M osso
Robert T . Sprouse
Ralph E. Walters
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Appendix A

BACKGROUND INFORMATION

31. Financial reporting by defined benefit pension plans in the
private sector was generally quite limited before 1976. A few
companies included a report of their pension plans in their annual
reports to stockholders. Those financial statements that were dis
tributed to participants were frequently limited to summary state
ments of assets and often did not purport to conform with gen
erally accepted accounting principles.
32. The Employee Retirement Income Security Act of 1974
established minimum standards for participation, vesting, and
funding for employee benefit plans of private enterprises. It also
requires annual reporting of certain information to particular
governmental agencies and summarized information to plan par
ticipants. For many plans, the reporting requirements include
financial statements prepared in conformity with generally ac
cepted accounting principles.
33. The House Pension Task Force Report indicates that many
public employee retirement systems do not report important
financial and actuarial information to participants, public officials,
and taxpayers.18 Although ERISA does not apply to those plans,
interest in financial information about them has increased since
enactment of ERISA, and proposed legislation19 to establish
reporting requirements for them was introduced during the 1978
and 1980 congressional sessions.
34. Prior to this Statement, no authoritative accounting pro
nouncement issued by the FASB or its predecessor bodies
addressed financial accounting and reporting standards specifically
for defined benefit pension plans.
18 U.S. Government Printing Office, H ouse o f R epresen tatives C om m ittee on
E ducation and L abor Pension Task F orce R ep o rt on P ublic E m ployee R e
tirem en t S ystem s (Washington, D.C., 1978), p. 3.
19 H.R. 14138, P ublic E m ployee R etirem en t Incom e Security A c t o f 1978,
September 20, 1978, and H.R. 6525, P ublic E m ployee’s R etirem en t Incom e
Security A ct o f 1980, February 13, 1980.
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35. In recognition of the broadened financial reporting require
ments for most employee benefit plans, the significance of both
the assets held by pension plans and the benefits accumulated by
participants in those plans, and the diversity of existing accounting
and reporting practices of employee benefit plans, the FASB
placed on its technical agenda in November 1974 a project on
accounting and reporting for employee benefit plans.
36. A 10-member task force, composed of individuals from
academe, the financial community, government, industry, organ
ized labor, and the public accounting and actuarial professions,
was appointed in February 1975 to counsel the Board in preparing
a Discussion Memorandum analyzing issues related to the project.
37. In preparing the Discussion Memorandum, the FASB pri
marily relied on the published research studies and articles that
are cited in that document. The additional research undertaken
in connection with this project included (a) a review of relevant
literature, (b) an examination of selected published annual reports
of employee benefit plans and trust funds, and annual reports to
stockholders of corporations that included information about
pension plans, (c) interviews with actuaries and employee benefit
consultants, and (d) analysis of the provisions of ERISA and its
related regulations.
38. The Board issued the Discussion Memorandum on October 6,
1975 and held a public hearing on February 4 and 5, 1976. The
Board received 104 position papers, letters of comment, and out
lines of oral presentations in response to the Discussion M em
orandum, and 23 presentations were made at the public hearing.
39. In its deliberations following the public hearing, the Board
concluded for the reason expressed in paragraph 71 that the
scope of the initial Statement of Financial Accounting Standards
resulting from the project should be limited to financial accounting
and reporting by defined benefit pension plans.
40. On April 14, 1977, an FASB Exposure Draft, A cco u n tin g
an d R epo rtin g b y D efin ed B enefit P ension P lans, was issued that,

if adopted, would have been effective for plan years beginning on
or after December 15, 1977. Approximately 700 letters of com
ment were received in response to that Exposure Draft. The
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Board announced on September 30, 1977 that because of the
need to analyze the large number of responses and the complexity
of the issues involved it would be unable to issue a final Statement
in 1977.
41. Throughout the project, the FASB worked with the United
States Department of Labor, the actuarial profession, and others in
an attempt to avoid conflicts, duplication, and confusion in pro
viding meaningful financial reporting. In conjunction with that
cooperative effort, the Board decided in the first quarter of 1979
to expose to task force members and certain other interested
parties a staff draft of standards that incorporated previously
announced tentative conclusions. The Board considered the com 
ments received on that draft. It then concluded that a revised
Exposure Draft should be issued for public comment because of
the significant changes that had been made to the proposed stand
ards in the April 14, 1977 Exposure Draft.
42. A revised Exposure Draft, A ccou n tin g and R epo rtin g by
D efined B enefit P ension Plans, was issued on July 9, 1979. The
Board received approximately 300 letters of comment in response
to that Exposure Draft.
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Appendix B

BASIS FOR CONCLUSIONS

43. This appendix discusses factors deemed significant by mem
bers of the Board in reaching the conclusions in this Statement,
including various alternatives considered and reasons for accept
ing some and rejecting others. Individual Board members gave
greater weight to some factors than to others.
REPORTING ENTITY

44. Deciding whether the plan or pension fund is the reporting
entity is related to the objectives of the financial statements, and
many respondents20 who addressed the issue of the reporting en
tity did so in that context. Thus, the views expressed in para
graphs 45-47 should be considered together with those expressed
in paragraphs 48-69.
45. Arguments presented by proponents of the plan as the
reporting entity include the view that a plan has many attributes
of a legal entity. It gives rise to participants’ rights, plan re
sources, and employer obligations. That view is reinforced for
plans subject to ERISA (ERISA plans) by certain sections of the
Act.21 Further, and more importantly, to report only pension
fund activities omits reporting the significant information about
participants’ benefits.
46. Supporting the pension fund as the reporting entity is the
20 This appendix identifies the specific document on which respondents
com mented only if such com m ents are limited in their application to that
document. Otherwise, the term respondents refers to those who responded
to one or more documents preceding this Statement, that is, the Discussion
Memorandum and the initial and revised Exposure Drafts.
21 For example, Section 5 0 2 (d )(1 ) includes the following statement: “An
em ployee benefit plan m ay sue or be sued under this title as an entity.” Any
claims for pension benefits are enforceable against the pension plan as an
entity, as provided for in Section 5 0 2 (d )(2 ) o f the Act: “A ny m oney judg-
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view that the pension plan consists only of a set of documents
used by various entities, such as the sponsor, trust funds, and
insurance companies, to assist in carrying out the terms of the
agreement between the employer(s) and the employees. The fact
that the plan may possess certain attributes of a legal entity is
not viewed as sufficient reason for characterizing it as a reporting
entity. Many respondents who supported the pension fund as
the reporting entity linked that choice with the impropriety, in
their view, of presenting quantitative information about plan bene
fits in the financial statements.
47. After considering the alternatives, the Board concluded that
the needs of financial statement users and the related primary
objective of the financial statements (as set forth in following
paragraphs) necessitate establishing the plan, rather than the fund,
as the reporting entity. The Board believes that financial informa
tion about both the promise to provide benefits and any assets com
mitted to fulfill that promise are essential to present financial
statements that are most meaningful to users (paragraphs 48-53).
PRIMARY OBJECTIVE OF PLAN FINANCIAL STATEMENTS
Users of Financial Statements

48. Potential users of plan financial statements include those
who have an existing or potential relationship with either the
ment under this title against an employee benefit plan shall be enforceable
only against a plan as an entity and shall not be enforceable against any other
person unless liability against such person is established in his individual
capacity under this title.” The view that the pension plan should be accounted
for as if it were a separate accounting entity is also viewed as being compat
ible with reporting provisions of the Act. For example, Section 103(a)(3)
(A ) states, in part: “. . . the administrator of an employee benefit plan shall
engage, on behalf of all plan participants, an independent qualified public
accountant, who shall conduct such an examination of any financial state
ments of the plan, and of other books and records of the plan, as the ac
countant may deem necessary to enable the accountant to form an opinion
as to whether the financial statements and schedules required to be included
in the annual report by subsection (b) of this section are presented fairly
in conformity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year.”
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plan or the employer(s). The initial Exposure Draft identified
plan participants as the primary users of plan financial statements.
Many respondents to that Exposure Draft expressed the view
that the “typical” plan participant would be uninterested in or
unable to properly assimilate the information presented in plan
financial statements and thus would be confused and possibly
misled.22 Other respondents thought that Exposure Draft gave
insufficient attention to the needs of other users, for example,
employers, their investors and creditors, plan administrators, and
governmental authorities responsible for regulating pension plans.
49. In response to such comments, the primary objective of plan
financial statements as it appeared in that Exposure Draft was
revised. Those revisions are intended only as clarifications and
shifts in emphasis. For example, the phrase “useful in assessing
the plan’s present and future ability to pay benefits when due”
now appears in place of “useful to plan participants in assessing
the security with respect to receipt of their accumulated benefits.”
Although this Statement does not identify any one group as the
primary users, the Board believes that the content of plan finan
cial statements should focus on the needs of plan participants
because pension plans exist primarily for their benefit. The Act
provides additional support for that view. For example, Section
103(a)(3)(A), quoted in footnote 21, refers to an examination of
plan financial statements by an independent accountant engaged
on behalf of all plan participants. The Board recognizes, how
ever, that plan financial statements should also be useful to others
22 Most respondents commented from the perspective of an employer
rather than an employee. Thus, those comments may not reflect the views
of the “typical” plan participant. A recent nationwide study of attitudes
tow ard pensions and retirement commissioned by Johnson & Higgins and
conducted by Louis Harris and Associates surveyed the views of both
employers and employees. It found that “. . . business leaders widely mis
judge the importance employees place on certain types of information about
their pension plans. Among employees who read their most recent pension
report, substantial majorities believe it is ‘very important’ that they re
ceive information about the current financial status of their plan (83% ).
. . . However, among business leaders whose employees receive annual
reports, just 38% feel it is ‘very important’ that the report contain [that]
information. . . .” (Johnson & Higgins, 1979 S tu dy o f A m erican A ttitu d es
T ow ard P ensions and R etirem en t, pp. vii and viii.)
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who either advise or represent participants, are present or potential
investors or creditors of the employer(s), are responsible for fund
ing the plan (for example, state legislators), or for other reasons
have a derived or indirect interest in the financial status of the
plan.
50. The Board recognizes that participants who have not had
previous exposure to financial statements may need to be educated
regarding the information presented in plan financial statements.
However, the Board does not believe that a possible need to
educate some users justifies disregarding the financial informa
tion needs of other users who have a reasonable understanding of
financial reporting and econom ic activities and are willing to
study the information with reasonable diligence. Financial state
ments should not exclude relevant information merely because
it may be difficult for some to understand or because some mem
bers of the expected audience choose not to use it. To enhance
their usefulness, plan administrators may wish to supplement the
statements with a brief explanation that highlights those matters
expected to be of most interest to participants. Including summary
financial information for a period of years in such supplementary
information, and thereby disclosing trends, may also be helpful.
51. Some respondents to the initial Exposure Draft who
expressed concern regarding the usefulness of plan financial
statements to participants presumed that it required that plan
financial statements be distributed to all participants. Others
interpreted that document as requiring plan financial statements
to be audited. This Statement does not require the preparation,
distribution, or attestation of any financial statements, but only
establishes standards of accounting and reporting to be followed
in the preparation of plan financial statements that purport to be
in accordance with generally accepted accounting principles.
52. The accounting and reporting standards established by this
Statement are intended to result in general purpose external finan
cial statements. To include in financial statements designed to
serve many the specialized information needed by a few who can
otherwise obtain that information may be uneconomical. For
example, the plan administrator may need many kinds of spe
cialized and detailed information to decide day-to-day matters
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and establish policies. But the plan administrator controls the
plan’s accounting system, and much of the accounting effort
may be managerial accounting designed to help the plan ad
ministrator manage and control operations. Similarly, the in
formation needed by the sponsor of a single-employer plan to
evaluate potential plan amendments or to determine current mini
mum funding requirements under the Act is specialized informa
tion. But sponsors usually have the ability to acquire the specific
information they need. To the extent that governmental authorities
responsible for regulating plans wish to indicate their needs for
financial information by requiring submitted financial statements
to be prepared in accordance with generally accepted accounting
principles, it seems appropriate to consider the needs of those
authorities in establishing generally accepted accounting prin
ciples for plans (provided those needs do not conflict with the
needs of participants and do not entail an adverse cost/benefit
relationship). To the extent that governmental authorities need
specialized information, they can probably obtain it.
53. Information consistent with the primary objective of plan
financial statements (set forth in subsequent paragraphs) is likely
to be useful to participants and others who are interested in es
sentially the same financial aspects of the plan, including those
who have an existing or potential relationship with the employer(s).
Although information presented in plan financial statements may
fulfill certain needs of those who have a relationship with
the employer(s), the Board believes that an in-depth considera
tion of their needs is more appropriately a part of another Board
project.23
Objectives

54. The Board considered those user needs that could be rea
sonably satisfied within the constraints of the characteristics and
limitations of financial accounting.
23 Another project on the Board’s technical agenda, accounting by em
ployers for pensions, encompasses a reconsideration of present generally
accepted accounting principles regarding employer accounting for pension
plans.
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55. Because employees generally render service long before they
receive the benefits to which they are entitled as a result of that
service, they are concerned with the security24 for their future
benefits. Thus, the primary objective of plan financial statements
stated in the initial Exposure Draft was to provide information
that is useful to plan participants in assessing the security with
respect to receipt of their accumulated benefits.
56. A number of respondents thought that primary objective
was too narrow. Although the initial Exposure Draft was based
on an assumption of an ongoing plan, certain aspects (primarily
those relating to measuring the actuarial present value of accumu
lated plan benefits) were seen as emphasizing the security of
participants’ benefits in the event of plan termination. Many
respondents thought participants and other users should be inter
ested not only in immediate security but in whether adequate
progress is being made toward achieving security for the bene
fits participants expect to receive upon retirement or other ter
mination of service. The Board agreed. Therefore, to emphasize
the assumption of an ongoing plan, the phrase “plan’s present
and future ability to pay benefits when due” was substituted for
“security with respect to receipt of [participants’] accumulated
benefits.”
57. Some respondents to the initial Exposure Draft also expressed
the view that providing information useful in assessing the perfor
mance of pension plan administrators and other fiduciaries in
managing the assets they control should be a part of the primary
objective of plan financial statements. The Board believes that
providing information useful in an assessment of stewardship is
inherent in providing information useful in assessing benefit
security. However, because of the importance of stewardship to a
plan’s ability to pay benefits, the Board concluded that that inter-24
24 That view of participants’ informational needs appears to be supported
by the results of the Harris survey. That survey found that 93 percent of the
employees who read the last report thought it was very important that they
know how certain it is that they will be paid their pension. (Johnson &
Higgins, 1979 S tu dy o f A m erican A ttitu d es T ow ard P ensions and R etire
m ent, p. 53.)
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relationship should be explicitly indicated. (Paragraph 67 fur
ther discusses the use of financial statements in assessing steward
ship.)
Other Information Needed in Assessing Benefit Security

58. Some respondents to the Exposure Drafts expressed the view
that (a) the continued viability of the employer as an entity willing
and able to meet the funding requirements of the plan and (b)
(for ERISA plans) the guaranty of the PBGC were more important
to long-range benefit security than the assets held by the plan at
any given date. In their view, the Exposure Drafts either ignored
or dealt inadequately with those factors, and thus the objective of
providing information useful in assessing benefit security would not
be achieved.
59. As indicated in the Exposure Drafts, the Board recognizes
that information beyond that presented in plan financial statements
is needed to assess benefit security. Whether participants receive
their benefits when due depends not only on the existing relation
ship between plan resources and accumulated plan benefits but
also on (a) the commitment and financial ability of the employer(s)
to make future contributions to the plan and (b) (for an ERISA
plan) the extent to which payment of benefits is insured by the
PBGC. Although the commitment and financial ability of the
employer(s) to make future contributions to the plan are primary
factors in assessing benefit security, that kind of information
is not within the limits of financial accounting for the plan itself.
60. However, a primary purpose of funding a pension plan is to
enhance the plan’s present and future ability to pay benefits when
due. If a funding program is in effect, participants can look to
funds that are irrevocably committed to the payment of benefits.
Other factors being equal, the higher the ratio of those funds to the
actuarial present value of accumulated plan benefits, the greater
is the assurance that present accumulated plan benefits will be
paid. With the information presented in plan financial statements,
users can assess the extent to which the plan itself is able to pay
participants’ benefits and the extent to which payment of benefits
is dependent on other factors, namely, the commitment and finan
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cial ability of the employer(s), and, for ERISA plans, the security
provided by the PBGC.
61. The existence of the PBGC guaranty as an element of benefit
security was not, as some respondents contended, ignored in the
Exposure Drafts. Both drafts required, as does this Statement,
that financial statements of ERISA plans include a brief, general
description of the PBGC guaranty. However, the initial Exposure
Draft’s requirement was expanded to require an explanation of
the application of the PBGC guaranty to any recent plan amend
ments (paragraph 265).
62. There is also the view that the primary objective is unat
tainable because a comparison of the net asset and benefit
information as presented in a plan’s annual financial statements
is not sufficient for an assessment of the plan’s future ability to
pay benefits when due. The Board recognizes that information
regarding the trend of the relationship over time between plan
resources and accumulated plan benefits, on both an absolute and
a relative basis, can be more useful than information about
that relationship at any given date. Information over time is,
however, an aggregation of information as of a series of dates.
Without annual information, trend information over a period of
years cannot be ascertained. Therefore, the Board believes it is
appropriate for the primary objective to indicate that the informa
tion provided by plan financial statements should be useful in
assessing (as contrasted with portrayin g ) the plan’s future as well
as present ability to pay benefits when due. Paragraph 50 ac
knowledges that the usefulness of annual financial statements may
be enhanced by supplementing them with summary financial in
formation for a period of years.
63. To summarize, the Board does not believe that the need for
information beyond that provided by annual plan financial state
ments implies that the stated objective of providing information
useful in assessing the plan’s present and future ability to pay
benefits when due is either unattainable or inappropriate. An
analogous situation exists with regard to financial reporting by
business enterprises. The objectives stated in FASB Concepts
Statement No. 1, O b je ctives of F inancial R eportin g b y B usiness
E n terprises, focus on providing “information that is useful to
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present and potential investors and creditors and other users in
making rational investment, credit, and similar decisions.”25 That
document recognizes, however, that financial reporting is but one
source of economic information about business enterprises. The
financial information provided by financial reporting for business
enterprises should be used in combination with pertinent informa
tion from other sources, for example, information about general
economic conditions or expectations, political events and political
climate, or industry outlook.26 Similarly, financial information
presented in plan financial statements should be used in combina
tion with other pertinent information, including information about
the financial condition of the employer(s) and, for ERISA plans,
the guaranty of the PBGC. Concepts Statement 1 also implicitly
recognizes that financial reporting by a business enterprise for
any one period may be insufficient to fulfill users’ needs. For
example, paragraph 48 indicates that ". . procedures such as
averaging or normalizing reported earnings for several periods . . .
are commonly used in estimating ‘earning power’.” Users of plan
financial statements may likewise need financial information for
several years in assessing benefit security.
Alternatives Considered

64. Alternatives suggested by respondents primarily focused on
the objectives presented in the Discussion Memorandum, namely:
a. To provide information useful for assessing the aggregate
future benefits payable to participants and the resources avail
able to meet those payments
b. To provide information useful to individual pension plan
participants for assessing the degree of risk that may be as
sociated with the future receipt of their pension benefits
c. To provide information useful for assessing, in terms of
amount, timing, and related uncertainty, the aggregate future
benefits payable to participants should the pension plan be
terminated
d. To provide information useful for assessing the performance
25 Concepts Statement 1, par. 34.
26 Ibid., par. 22.
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of pension plan administrators and other fiduciaries in dis
charging their various responsibilities
e. To provide information useful for assessing the performance
of pension plan administrators and other fiduciaries solely
with regard to managing the assets that they control
f. To provide information useful for assessing the need for
future contributions to the pension plan in terms of amount
and timing
g. To provide information useful for assessing future earnings
of the pension plan in terms of amount and timing.
65. As was indicated in the Discussion Memorandum and
the Exposure Drafts, selection of a particular objective does not
necessarily mean exclusion of an alternative; rather, selection of
objectives determines the matters to be emphasized.
66. The Board views objectives (a)-(c) as falling within the broad
objective of providing financial information that is useful in as
sessing the plan’s present and future ability to pay benefits when
due. However, each of those objectives and the views of respon
dents supporting them suggest an alternative manner of either
measuring or displaying particular elements of the financial in
formation. Accordingly, those alternatives are addressed in sub
sequent paragraphs that deal with the determination and presenta
tion of benefit information.
67. Objectives (d) and (e) are concerned with whether the finan
cial statements should be primarily oriented toward reporting
what the plan administrator and other fiduciaries have done to
carry out their duties. As indicated in paragraph 57, objective (e)
is, to a significant degree, considered inherent in the broad ob
jective adopted by the Board. In accomplishing that objective,
plan financial statements will provide information regarding the
management of plan assets together with information pertaining
to participants’ accumulated plan benefits as well as the results
of transactions and events that affect those assets and benefits.
Although that information should be useful in assessing perform
ance, factors that are beyond the control of plan management,
such as the financial condition of the employer(s), participants’
longevity, and general econom ic conditions, may contribute to plan
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performance. Plan financial statements provide information about
a plan when it was under the direction of a particular management
but cannot separate the effect of management performance from
the effects of other factors. Users therefore need to form their
own assessment of the effect of management performance on plan
performance. Further, to focus solely on objectives relating to per
formance might, based on certain respondents’ views, result in the
exclusion of benefit information. The Board does not believe such
exclusion would result in meaningful financial statements. There
fore, the Board does not believe that an objective relating to per
formance should, by itself, constitute the primary objective of plan
financial statements.
68. Objectives (f) and (g) were rejected as primary objectives for
reasons somewhat similar to those expressed in paragraph 67. To
the extent that users’ expectations about future plan performance
are based on past plan performance, information about existing
plan assets and the income from those assets together with in
formation about present accumulated plan benefits may be useful
in assessing the need for future contributions to the plan and future
earnings of the plan. However, plan financial statements cannot
provide information about assets or benefits that do not currently
exist. Users need to assess the possible impact of factors that may
cause change and form their own expectations about the future
and its relation to the past.
69. Some respondents suggested another objective, namely that
the financial statements for ERISA plans provide only the informa
tion required by ERISA and its related regulations. In their
view, Congress established that pension plan financial statements
serve plan participants and prescribed the information that it
deemed appropriate for that purpose. The Board noted,
however, that Section 103(a)(3)(A) (quoted in footnote 21)
refers to financial statements “presented fairly in conformity with
generally accepted accounting principles.” The Board sees no
indication in the A ct that those principles of accounting are in
tended to be found in the A ct’s requirements or in regulations
to be issued thereunder. It is the purpose of, and the Board
believes Congress recognized the need for, financial accounting
standards to determine the content of plan financial statements.
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SCOPE OF THIS STATEMENT

70. This Statement establishes standards of financial accounting
and reporting for defined benefit pension plans. In contrast, the
Discussion Memorandum comprehended various types of employee
benefit plans. However, most respondents to the Discussion
Memorandum directed their attention to accounting and reporting
for defined benefit pension plans— presumably the area of most
concern to them. Some respondents to the Exposure Drafts sug
gested that the scope of this Statement should be expanded to
include other types of employee benefit plans. Although requested
to do so by paragraph 43 of the initial Exposure Draft, very few
respondents to that document identified specific aspects of the ac
counting and reporting by other types of employee benefit plans
that they believed the Board should focus on.
71. Because of respondents’ overriding interest in reporting by
defined benefit pension plans, the Board concluded that this State
ment should focus on those plans. That focus is not intended to
imply that the Board has concluded that the standards of financial
accounting and reporting for other types of employee benefit plans
should be the same as or different from those described in this
Statement.
72. Some respondents to the initial Exposure Draft suggested
that the scope of this Statement include interim as well as annual
financial statements. Because few, if any, plans publish complete
interim financial statements and because the consideration of
related issues would delay issuance of this Statement, the Board
did not consider interim financial statements.
73. Defined benefit pension plans of state and local governmental
units are included in the scope of this Statement. Certain respon
dents suggested that because of the unique characteristics of gov
ernmental units, such as their taxing power and perpetual life,
their plans are inherently different from private plans and there
fore should be excluded. Others contended that governmental
plans should be excluded because they may differ from private
plans with respect to funding requirements, vesting and benefit
provisions, or both.
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74. Some respondents to the Exposure Drafts expressed the view
that plans of state and local governmental units should be ex
cluded because the stated primary objective of plan financial state
ments was not appropriate for such plans. In their view, because
public plans are less likely to terminate than private plans, provid
ing information useful in assessing benefit security is not relevant.
The view was also expressed that the initial Exposure Draft’s iden
tification of participants as the primary users of plan financial
statements was not appropriate for governmental plans. Those
respondents thought the financial statements of such plans should
be directed specifically to users other than plan participants (for
example, public officials, state legislators, taxpayer groups, bond
underwriters, potential investors, etc.) and that those users might
have objectives other than assessing benefit security.
75. The Board recognizes that there are distinctions between
business enterprises and governmental units. The Board also
recognizes that the financial condition of the employer is of ex
treme importance for benefit security. However, the Board be
lieves that only the characteristics of the plans themselves, not the
characteristics of their sponsors, should affect the accounting and
reporting by pension plans. The Board also did not find per
suasive the argument that plans of state and local governmental
units should be excluded because their vesting and benefit provi
sions may differ from those of private plans. The vesting and
benefit provisions of private plans are not all the same. Such dif
ferences will be reflected in plan financial statements prepared
in accordance with this Statement. (Paragraph 165 discusses how
the basic method for determining the benefit information ac
commodates differences in such factors as plan provisions.)
76. The Board also believes that there is a need, as evidenced by
the increasing interest27 in financial information about public plans
27 The recent Harris survey (footnote 22) provides evidence of that interest.
That survey found that public plan compliance with private plan regulations
is favored by 68 percent of current and retired employees (14 percent
opposed) and by 93 percent of business leaders. Moreover, such compliance
is favored by a sizeable 65 percent majority of employees currently covered
by public plans and opposed by only 18 percent. (Johnson & Higgins, 1979
S tu dy o f A m erican A ttitu d es T ow ard Pensions and R etirem en t, p. xi.)
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and by the House Pension Task Force Report on Public Employee
Retirement Systems,28 to establish standards of financial account
ing and reporting for plans of state and local governmental units.
That report states: “Serious deficiencies exist among public em
ployee retirement systems at all levels of government regarding
the extent to which important information is reported and disclosed
to plan participants, public officials, and taxpayers.”2930 It also
states that participants in such plans “do face the risk of pension
benefit reductions or other benefit curtailments due to reasons
other than plan termination,” and that “the financing of many
pension plans covering local government employees lacks stability
and predictability due to state imposed taxing restrictions as well
as to the indeterminate amount of funds available from federal
revenue sharing, state insurance premium taxes, etc.”30 In view of
the foregoing, the Board concluded that the primary objective of
providing information useful in assessing the plan’s ability to pay
benefits when due is as appropriate for plans of state and local
governmental units as it is for private plans.
77. Views regarding the needs of financial statement users other
than participants were previously addressed (paragraph 49).
Further, the primary objective adopted by the Board does not
necessarily deny other objectives that are associated with those
users. However, to the extent that certain users need specialized
or detailed information and can otherwise obtain that information,
the Board concluded (paragraph 52) that such information should
not be required in general purpose external financial statements.
78. Government-sponsored social security plans (for example, the
U.S. Social Security program and similar plans of foreign coun
tries) are not included in the scope of this Statement. The scope
of the Discussion Memorandum did not include those plans nor
did the Board consider them in its deliberations.
28 U.S. Government Printing Office, House of Representatives Committee
on Education and Labor Pension Task Force Report on Public Employee
Retirement Systems (Washington, D.C., 1978).
29 Ibid., p. 3.
30 Ibid., p. 102.

163

79. This Statement does not differentiate among plans based on
plan size. Some respondents to the initial Exposure Draft sug
gested that the cost of implementing that document would be
excessive for small plans, and therefore such plans should be ex
empted. (Paragraphs 272-279 discuss certain changes made to
that Exposure Draft’s requirements to reduce the perceived im
plementation costs.) Other respondents objected because they
interpreted the inclusion of small plans as requiring them to issue
audited annual financial statements. As indicated in paragraph 2,
this Statement does not require the preparation, distribution, or
attestation of any plan’s financial statements. The Board recog
nizes that ERISA plans with fewer than 100 participants are not
required to have their annual financial statements audited and are
subject to less detailed requirements regarding their annual re
ports to governmental agencies.
80. The Board believes that small plans should be included in
the scope of this Statement. The financial information needed
in assessing a plan’s ability to pay benefits is not dependent on
its size. Further, any size criterion selected for excluding plans
would be arbitrary. To exclude small plans from the scope of this
Statement would be justified only if the usefulness of the re
quired information did not justify its cost. However, that cost/
benefit relationship is difficult to determine. It is recognized that
the incremental cost per participant to implement this Statement
will be generally higher for smaller plans. Accordingly, the Board
considered how the provisions of the Statement, primarily those
relating to benefit information, might be modified to apply to
small plans. The Board noted that the American Academy of
Actuaries in its Interpretation 2, In terpretation o f R eco m m en d a 
tion s C oncerning the C alcu lation o f th e A ctu arial P resen t V alue
o f A c cru ed B enefits un der an A c tiv e Plan, does not differentiate

among plans based on plan size. Although their basic method is
the same for large and small plans, the Board is aware that certain
actuaries use simplified techniques in applying that method to
minimize the costs for small plans. A s indicated in paragraph 29,
this Statement permits the use of averages or other methods of
approximation, including those consistent with recommended actu
arial practice, provided the results obtained are substantially the
same as the results contemplated by this Statement. That para
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graph also notes that such approaches may be particularly useful
for plans sponsored by small employers.
81. The revised Exposure Draft requested respondents, par
ticularly those associated with small plans that intended
to issue financial statements in accordance with generally ac
cepted accounting principles, to express their views regarding
whether the provisions of that document should be modified for
small plans and, if so, to what extent. Of those relatively few
respondents who thought modifications should be made, most sug
gested exempting small plans from the requirement to present
benefit information. For such an exemption to be appropriate, it
would be necessary to conclude that the primary objective of fi
nancial statements for a small plan is different from that for a
large plan. The Board does not support that conclusion (para
graph 80).
82. The Board considered the American Society of Pension
Actuaries’ response to the revised Exposure Draft regarding spe
cific simplified techniques that, in the Society’s view, should be
permitted in valuing small plans’ ancillary benefits. Paragraph 29
of this Statement permits the use of such simplified techniques.
Further, one reason for the delayed effective date of this State
ment is so that small plans that intend to adopt this Statement
will have additional time to develop the necessary procedures,
which may include appropriate simplified techniques.
83. For plans maintained outside the United States that are
similar to plans maintained in the United States, this Statement
applies only when financial statements of such plans are intended
to conform with U.S. generally accepted accounting principles.
84. The scope of this Statement excludes a plan that has been or
is expected to be terminated. The event of termination, particularly
for an ERISA plan, would make various requirements of this
Statement inappropriate because they are based on the assumption
of an ongoing plan.
85. This Statement applies to an unfunded plan. Although prin
cipally limited to the information required by paragraphs 6 (c) and
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6(d), the Board nevertheless considers that financial information
useful in assessing such a plan’s ability to pay benefits when due.
INFORMATION REGARDING NET ASSETS AVAILABLE
FOR BENEFITS

86. Because a plan’s net assets are the existing means by which
it may provide benefits, net asset information is necessary in assess
ing a plan’s ability to pay benefits when due. This Statement
requires that information to be presented as of the end of the
plan year. If the benefit information date is the beginning of the
year, a statement that includes net asset information as of that date
is also required. (Paragraphs 244-246 discuss the Board’s con
clusions regarding the format for presenting that information.)
Basis of Accounting

87. The Discussion Memorandum referred to the following bases
of accounting for the net assets of a pension plan: cash basis,
accrual basis, and a modified cash or modified accrual basis. Most
respondents who addressed the issue indicated a preference for
the accrual basis. Some who favored either the cash basis or a
modified basis cited the administrative convenience of such an
approach and noted that, in many instances, the difference from
the accrual basis would not be material. Respondents favoring
the accrual basis generally indicated that it is the only basis that
provides complete financial information relating to transactions
and events occurring during the period. The Board agreed with
the latter argument and believes that basis is the only one that is
consistent with the primary objective.
88. Some respondents to the Discussion Memorandum objected
to the accrual basis because it would require that purchases and
sales of securities be recorded on a trade-date basis. They con
tended that present recordkeeping is geared to a settlement-date
basis, that a change in reporting would be an administrative
burden, and that the information produced by the two methods
would not be significantly different for most plans. The Board
concluded that, subject to materiality considerations, the accrual
basis should be used. Therefore, if the results are not significantly
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different from the results on a trade-date basis, accounting for
sales and purchases of securities on a settlement-date basis is
acceptable (footnote 3).
Receivables from Employer(s) and Others

89. This Statement requires reporting as contributions receivable
those amounts that, as of the reporting date, are due the plan
from the employer(s), participants, and other sources of funding.
Amounts due include those pursuant to formal commitments as
well as legal or contractual requirements.
90. The initial Exposure Draft did not address receivables from
sources other than the employer(s) and participants. However, cer
tain other sources (for example, state subsidies and federal grants)
constitute a significant source of financing for many plans of state
and local governmental units.31 Accordingly, receivables from such
sources should be included and separately identified. However,
funds from sources such as federal revenue-sharing programs that
are used for plan funding purposes at the employer’s discretion
are, in effect, employer contributions and should be reported
as such.
91. The initial Exposure Draft limited employer contributions re
ceivable to amounts legally or contractually due the plan. A
number of respondents indicated that some employers (but not
employers participating in collectively bargained multiemployer
plans) contribute amounts in excess of legal or contractual minimums and, in some cases, those contributions are made after the
plan’s year-end. Respondents questioned the appropriateness of
excluding those “excess” amounts from plan receivables. Some
indicated that determining the amounts that are “legally or con
tractually” due could be burdensome if such amounts are less
than actual contributions. The Board agreed and concluded that
contributions receivable should include amounts evidenced by a
31 U.S. Government Printing Office, H ouse o f R epresen tatives C om m ittee
on E ducation and L abor Task F orce R ep o rt on P ublic E m ployee R etirem en t
System s, p. 141.
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formal commitment. Paragraph 10 indicates certain factors that
may provide evidence of a formal commitment. The revised Ex
posure Draft did not include the employer’s recognition as of the
reporting date of a contribution payable to the plan as possible
evidence of a formal commitment. Certain respondents suggested
that that factor be added. The Board agreed that such a factor
could provide a ddition al support for the existence of a formal
commitment. (Paragraph 92 indicates that the existence of ac
crued pension costs does not, by itself, provide sufficient support.)
Receipt of formally committed amounts soon after the plan’s yearend provides additional evidence of the existence of a receivable
at year-end. In accordance with existing generally accepted ac
counting principles applicable to receivables, an adequate allow
ance should be provided for estimated uncollectible amounts.
92. Certain respondents favored treating as receivables all
amounts reported as accrued pension costs by the employer(s).
That position was generally founded on the belief that there
should be symmetry in the financial reporting of the employer(s)
and the plan. The Board has on its technical agenda a project
on accounting by employers for pensions. The Board intends to
consider further the issue of symmetry in that project. While
neither accepting nor rejecting the concept of symmetry at this
time (paragraph 163), the Board concluded that present practices
of employers in accounting for pension costs are not a sufficient
basis on which to account for employer contributions receivable.
For various reasons, amounts recorded as accrued pension costs
by an employer may differ from amounts formally committed to
the plan. For example, the method used for measurement of
periodic pension costs for the employer’s financial statements
may differ from the method used for determining the amount and
incidence of employer contributions.
93. A few respondents to the initial Exposure Draft questioned
whether the entire amount of “unfunded prior service costs” is a
receivable of the plan. Because at the reporting date that amount
is not due from the employer(s), it is not a receivable of the plan.
The employer(s) may or may not intend to eventually con
tribute amounts sufficient to eliminate the “unfunded prior service
costs.” Until such payments are formally committed to the plan,
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“unfunded prior service costs” do not constitute a recordable
resource of the plan. For similar reasons, any existing excess of
the actuarial present value of accumulated plan benefits over the
net assets available for benefits (excluding contributions receiv
able) is not a plan receivable unless at the reporting date that
amount is legally, contractually, or pursuant to a formal commit
ment due the plan.
Alternatives Considered for Measuring Investments
(Other Than Contracts with Insurance Companies)

94. Alternatives presented in the Discussion Memorandum en
compassed the following approaches to measuring plan invest
ments: fair value, historical cost, and certain hybrid methods.
Opinion was divided among respondents as to whether a single
method should be used for all investments.
Single Method

95. M ost respondents to the Discussion Memorandum who
favored a single method advocated fair value. In their view, the
fair value of plan investments is the most relevant information
that can be provided for assessing (a) the security within the plan
for participants’ benefits and (b) the plan’s investment perfor
mance. Further, for ERISA plans, a number of respondents noted
that there would be no additional administrative burden caused
by requiring its use because fair value is presently required in
financial data filed with certain governmental agencies.
96. Some respondents favoring use of only one method ad
vocated historical cost. Generally, they emphasized the high
degree of objectivity associated with that method and that its use
does not result in the recognition of unrealized gains or losses as
do other methods. Certain respondents who advocated that the
primary objective of plan financial statements be limited to por
traying stewardship responsibility considered historical cost to
be the most useful measure for achieving that objective. Many
who supported historical cost nevertheless advocated supplemental
disclosure of fair value.
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97. A number of respondents preferred a method other than fair
value or historical cost. Two such methods were the movingaverage-market-value method and the long-range-appreciation
method. Support for those methods generally was based on the
view that the effects of short-term market fluctuations on financial
position and investment performance should be avoided. In ad
dition, because investments are normally held for a long time, the
current fair value of those investments is not necessarily indicative
of the amount to be ultimately realized.
98. Some respondents to the Exposure Drafts favored a method
other than fair value based on their perceptions of the possible
effects that disclosing fluctuations in fair values might have on a
plan’s investment policy. In their view, measurement of invest
ments at fair value is undesirable because plan sponsors or
administrators might attempt to avoid the financial statement
effects of fluctuating fair values by adopting a more conservative
investment policy or by avoiding certain types of investments
whose fair values may be subject to wide fluctuations. Some
who expressed that view favored historical cost for either all or
certain types of investments; others favored some type of averag
ing method.
99. To avoid additional administrative costs and possible con
fusion of users of plan financial statements, some respondents
argued in favor of using whatever method was used in determining
the actuarial asset value.
Different Methods

100. Some respondents favored use of different methods for dif
ferent types of investments. The principal investment categories
addressed were fixed-income securities, not-readily-marketable in
vestments, and contracts with insurance companies. (Paragraphs
112-126 discuss the last category.) The views supporting par
ticular methods for marketable equity securities were basically the
same as those indicated in paragraphs 95-99.
101. Regardless of the method(s) used to measure other types of
investments, certain respondents advocated use of (amortized)
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historical cost for long-term, fixed-income investments that the
plan had both the intent and ability to hold to maturity. They
argued that measuring those investments at fair value does not
reflect the amounts ultimately expected to be received. Further,
any appreciation or depreciation that is recognized using fair
value will ultimately be reversed in subsequent periods.
102. Certain respondents focused on investments that are not
readily marketable. They advocated use of historical cost for
those investments. In their view, if market quotations are
not available, determining fair value is highly subjective. Because
users of plan financial statements might be misled by subjective
measurements, historical cost should be used.
Conclusions on Measuring Investments (Other Than
Contracts with Insurance Companies)

103. The Board concluded that plan investments (excluding con
tracts with insurance companies) should be measured at fair value.
The Board believes that basis provides the most relevant informa
tion about the resources of a plan consistent with the primary
objective of the financial statements. The Board recognizes that
there may be practical problems in determining the fair value of
certain types of investments. Notwithstanding those difficulties,
the Board believes that the relevance of fair value is so great as
to override any objections to its use.
104. If available, the Board considers quoted market prices
to be the most objective and relevant measure of fair value.
Paragraph 11 provides certain guidelines for determining fair
value if no active market exists. The use of independent experts
who are qualified to estimate fair value may be necessary for
certain investments.
105. The Board rejected using historical cost because prices
in past exchanges do not provide the most relevant informa
tion about the present ability of the plan’s assets to provide
participants’ benefits. Further, the Board does not believe that his
torical cost is the most appropriate measure for use in assessing
how the stewardship responsibility for plan assets has been dis
charged. Plan administrators or other fiduciaries who manage
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plan assets are accountable not only for the custody and safe
keeping of those assets but also for their efficient and profitable
use in producing additional assets for use in paying benefits.
Investment performance is an essential element of steward
ship responsibility. Measuring changes in fair value provides
information necessary for assessing annual investment perfor
mance and stewardship responsibility. Historical cost provides
that information only when investments are sold.
106. The Board does not consider perceived effects on invest
ment policies to be an appropriate factor on which to base con
clusions concerning measurement of investments. The Board has
considered and rejected similar arguments regarding perceived
effects of accounting standards on management decisions in con
junction with other projects on its agenda. Even if accounting
results were to influence some managers’ decisions, it does not
follow that accounting standards should be designed to encourage
or discourage an action by management. Developing account
ing standards on that basis would require a judgment by the
Board as to which actions are desirable and which are undesirable.
The role of financial reporting is to provide neutral, evenhanded,
or unbiased information that is useful to those (including manage
ment) who make economic decisions. It is not a function of
financial reporting to try to influence those decisions. Even if an
approach based on an attempt to avoid possible effects on invest
ment decisions were deemed appropriate, an equally valid argu
ment might be made against the use of historical cost. That is, if
investments were presented at historical cost, decisions regarding
timing of disposition of investments might be influenced by the
effect on reported gains or losses.
107. For fixed-income investments held to maturity, the Board
recognizes that market fluctuations will reverse before maturity
(assuming no defaults). However, at the reporting date, it is the
fair value, not the historical cost or the expected value at maturity,
that is relevant to an assessment of the plan’s ability to pay
benefits. Changes in value from period to period are relevant
to an assessment of investment performance and discharge of
stewardship responsibility. Presenting fixed-income investments
at historical cost (whether or not the intent is to hold them to
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maturity) does not provide essential information about the effect
on investment performance of the decision to hold. Further, it
may be difficult to determine whether the plan has both the intent
and ability to hold a particular fixed-income investment to
maturity.
108. At least two additional issues would need to be considered
if fixed-income investments were to be presented at historical cost.
First, some respondents contended that recognizing a gain or loss
(based on historical cost) is inappropriate for a bond swap, that
is, when one bond is sold and replaced by a similar investmentgrade bond. Those respondents consider such gains and losses
to be, in effect, modifications of future interest income. There
fore, to accomplish the desired results, gain/loss deferral and
amortization approaches have been used. Those approaches, how
ever, result in a measure of historical cost of fixed-income in
vestments that other respondents believe is inconsistent with the
generally accepted notion that historical cost represents exchange
price at date of acquisition. The second issue is that the historical
cost of a fixed-income investment reflects the effective interest rate
at the date the plan acquired the investment rather than current
and prospective interest rates which are considered more relevant
for purposes of measuring the actuarial present value of accumu
lated plan benefits. The use of historical cost would necessitate
resolving that inconsistency in order for the net asset and benefit
information to be comparably measured. Presenting fixed-income
investments at fair value eliminates any need to address those
issues.
109. To address the concerns expressed about the subjectivity of
fair value determinations for certain investments, this Statement
requires that information regarding a plan’s investments indicate
whether their fair values have been measured by quoted prices
in an active market or are fair values otherwise determined. That
requirement replaces the initial Exposure Draft’s requirement to
segment investments into those that are readily marketable and
those that are not. Some respondents expressed the view that a
criterion of “readily marketable” would be difficult to apply and
would not necessarily be interpreted on a consistent basis among
plans. The Board agreed and concluded that the intent of that
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requirement, namely to provide an indication of (a) the relative
degree of subjectivity in the valuation of plan investments and (b)
the relative liquidity of the investments, could be achieved by
substituting the revised requirement.
110. Because the Board believes that quoted market prices, or
in their absence other methods (for example, discounted cash
flows or appraisals), are more relevant indicators of fair value
than are any of the measures produced by hybrid methods, it
rejected those methods for measuring investments.
111. For reasons similar to those expressed in paragraphs 165
and 166, the Board concluded that the measure of investments
reported in financial statements should not be dependent on
actuarial asset valuations. The Board believes that actuarial asset
valuation methods are used in conjunction with objectives, prin
cipally determining measures of pension costs for purposes of
financial reporting by the employer(s) and for determining periodic
funding requirements, that differ from the primary objective of
plan financial statements.
Alternatives Considered for Measuring
Contracts with Insurance Companies

112. A plan may enter into various contractual agreements with
an insurance company. Such agreements may be distinguished
based on whether related payments to the insurance company
are currently used to purchase immediate or deferred annuities
for participants (allocated contracts) or are accumulated in an
unallocated fund (unallocated contracts) to be used to meet
benefit payments when employees retire, either directly or through
the purchase of annuities. Funds in an unallocated contract may
also be withdrawn and otherwise invested.
113. Under an allocated contract (for example, a group deferred
annuity contract), the insurance company has a legal obligation
to make all benefit payments for which it has received the pre
miums or consideration requested.
114. An example of an unallocated contract is a group deposit
administration (D A ) contract. Under a DA contract, payments
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to the insurance company that are intended to provide future
benefits to present employees are credited to an account. For
investment purposes, the monies in the account are commingled
with other assets of the insurance company. The account is
credited with interest at the rate specified in the contract; it is
charged with the purchase price of annuities when employees
retire and with any incidental benefits (death, disability, and
withdrawal) disbursed directly from the account.
115. The immediate participation guarantee (IP G ) contract is a
variation of the D A contract. In an IPG contract, the account is
credited with the contributions received during the contract period
plus its share of the insurance company’s actual investment in
come. The IPG contract is written in two forms. Under either
form the insurance company is obligated to make lifetime benefit
payments to retired employees. One form provides for the actual
purchase of annuities as employees retire. There is an annual
adjustment to the account to reflect the insurance company’s
experience under the annuities. In the other form, the IPG
contract may accomplish the same objective through a dif
ferent technique. When an employee retires, pension payments are
made directly from the account without the purchase of an annu
ity. However, the balance of the account must be maintained at
the amount required, according to a premium schedule in the
contract, to provide for the remaining pension benefits for all
current retirees. That portion of the account is referred to as the
retired life fund. Thus, if necessary, the account could always be
used to buy all annuities in force.
116. Allocated contracts may or may not provide for plan par
ticipation in the investment performance and experience (for
example, mortality experience) of the insurance company. Under
those that do (participating contracts), the right to receive future
dividends is referred to as a participation right.
117. The initial Exposure Draft prescribed that contracts whereby
an insurance company was required to pay certain specified bene
fits were to be excluded from plan assets. If no such obligation
existed, the contracts were to be included in plan assets.
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118. Certain respondents to that Exposure Draft favored ex
cluding allocated contracts from plan assets and including un
allocated contracts. Others favored excluding contracts under
which funds were assigned to provide benefits that the insurance
company is obligated to pay. Presumably, both proposals are
based on the view that when an insurance company agrees to pro
vide certain benefits, it incurs (and removes from the plan) the
obligation to pay those benefits. To assess the security for those
benefits, one should look to the financial statements of the in
surance company rather than those of the plan. By paying pre
miums for the purchase of annuities, the plan has fulfilled its obli
gation to provide those benefits and ceases to be the focal point
for financial information about those particular benefits and the
assets that will be used to pay them.
119. Although the preceding proposals are similar, there may be
a significant distinction between them regarding the retired life
fund of an IPG contract. Although an IPG contract is an unal
located contract, the retired life fund could be viewed as having
been effectively and permanently transferred to the insurance
company (that is, the funds have been assigned) in return for the
insurance company’s agreement to provide certain benefits. Be
cause no annuities are purchased while the contract is active, the
funds are not physically transferred. However, because the plan is
required to maintain the retired life fund at a level sufficient to
purchase annuity contracts to provide the retired participants’ re
maining benefits, it could be argued that the insurance company has
control of that fund.
120. Certain respondents favored including in plan assets all con
tracts with insurance companies. Some expressed the view that all
contracts represent plan assets and to exclude certain contracts
would be inconsistent with the reporting of assets and liabilities by
other types of entities. Others favor such an approach because they
believe the value of participation rights under allocated contracts
should be included in plan assets. Presumably, those respondents
believe that when a plan purchases a participating contract at a
cost that is higher than that for a nonparticipating contract, it
purchases an asset (the participation right) in exchange for the
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incremental cost because under either contract the insurance
company is obligated to provide the same benefits. Presumably,
subsequent values for the participation right can be determined,
for example, upon cancellation of the contract. Thus, an asset
with a determinable value (the participation right) seems to be
created when the contract is purchased. A subsequent valuation
of the participation right may be more or less objective depending
on when it is made.
121. The initial Exposure Draft required that contracts included
in plan assets be measured at fair value. Certain respondents pre
ferred to measure those contracts at amounts determined by the in
surance company in accordance with the terms of the contract. For
purposes of this Statement, those values are referred to as contract
values. Those respondents argued that, except for investments
held in an insurance company’s separate account, it is impossible
for anyone other than the insurance company to determine a value
for those contracts. They also argued that requiring a fair value
approach for contracts under which the plan’s investment is main
tained in an insurance company’s general account would neces
sitate extra calculations, whereas the information for determining
contract values is readily available. Some respondents requested
guidance as to how fair value should be determined for specific
types of contracts, for example, IPG contracts and deposit ad
ministration contracts.
122. In view of certain respondents’ comments, the Board so
licited additional information from certain persons, including
members of the project’s task force and members of the insurance
industry, before issuing the revised Exposure Draft. The issues
raised were (a) what criteria should be used to determine the
elements of contracts with insurance companies that constitute
assets to be recognized in plan financial statements and (b) how
to measure those elements that do constitute assets. Views re
garding whether it was feasible to determine the value of par
ticipation rights were specifically requested. Some respondents
indicated such valuation could be very difficult. Others indicated
that it could be done.
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Conclusions on Measuring Contracts with
Insurance Companies

123. The initial Exposure Draft’s requirements regarding con
tracts with insurance companies were changed to require that those
contracts be presented in the same manner as that contained in
the annual report filed by the plan with certain governmental
agencies pursuant to ERISA. A plan not subject to ERISA is
required to similarly present its contracts, that is, as if it were
subject to the reporting requirements of ERISA. For 1979 plan
years, the pertinent governmental reporting requirements relate to
item 13 of either Form 5500 or Form 5500-C. Essentially, al
located contracts are excluded from, and unallocated contracts
are included in, plan assets.
124. The Board believes that certain aspects of contracts with in
surance companies might be appropriately accounted for in a
manner different from the regulatory reporting requirements. For
example, the applicable instructions for the 1979 Form 5500 and
Form 5500-C appear to result in the inclusion of retired life funds
under IPG contracts as plan assets and the exclusion of participation
rights from plan assets. As discussed in paragraphs 119 and 120,
it m a y be conceptually more appropriate to exclude retired life
funds and include participation rights. Further, Form 5500 and
Form 5500-C permit unallocated contracts recognized as plan
assets to be measured at either fair value or at amounts determined
by the insurance company (that is, contract value). The Board
recognizes that presenting contracts with insurance companies at
contract value is inconsistent with requiring all other plan invest
ments to be presented at fair value. However, as previously dis
cussed, the information required for determining contract value is
readily available, whereas a fair value approach would necessitate
extra calculations that, according to information the Board re
ceived (paragraph 122), might be extremely complex. The
Board concluded that it did not have sufficient information at this
time to enable it to reach definitive conclusions concerning mat
ters such as the recognition of retired life funds and participation
rights as plan assets and the feasibility of determining a contract’s
fair value. Moreover, obtaining the information considered neces
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sary to properly assess both the conceptual and the cost/benefit
considerations involved would unduly delay the issuance of this
Statement. During the Board’s deliberations, it was noted that the
PBGC and the IRS had proposed certain regulations.32 Before
reaching definitive conclusions, it was thought advisable to con
sider any final regulations relating to contracts with insurance
companies. For the present, the Board concluded that it should
adopt the practical solution stated in paragraph 123.
125. Certain respondents to the revised Exposure Draft ob
jected to inclusion of a reference to governmental reporting re
quirements in a Statement of Financial Accounting Standards and
suggested that the pertinent instructions to Form 5500 be incor
porated into this Statement. Because the Board has not concluded
that those instructions contain the conceptually appropriate treat
ment of contracts with insurance companies, it rejected that
suggestion.
126. Some respondents asked whether benefits to be provided by
contracts excluded from plan assets should be excluded from the
benefit information. Paragraph 18(d) provides an affirmative re
sponse to that query. As discussed in paragraph 118, the in
surance company rather than the plan may be viewed as the
principal obligor of such benefits. Nevertheless, the fact that
contracts excluded from plan assets exist is considered useful in
formation. Accordingly, the Board concluded that the plan’s
policy with regard to the purchase of excluded contracts should
be disclosed. The Board believes that information together with
the required disclosure of payments to insurance companies to
purchase contracts that are excluded from plan assets (paragraph
15(g)) will adequately inform users that certain benefits will
be provided by means of excluded contracts. To inform users
32 Pension Benefit Guaranty Corporation [29 CFR Parts 2608 and 2611],

F ederal R egister, Vol. 42 (April 18, 1977), pp. 20156-20162; Department of
the Treasury, Internal Revenue Service [26 CFR Part 1], F ederal R egister,

Vol. 43 (August 25, 1978), pp. 38027-38029. Shortly before the issuance
of this Statement, the PBGC announced that it had dropped its proposals
[F ederal R egister, Vol. 44 (December 20, 1979), pp. 75405 and 75406].
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that a plan has participation rights and that plan assets reflect
dividend income but not the source of that income, the Board
concluded that disclosure of the year’s income that is related to
excluded contracts should be required.
Assets Employed in Operations

127. Certain respondents who advocated use of fair value to
measure investments also advocated measuring assets employed in
operations at fair value. In their view, a consistent measurement
basis should be used for all plan assets. They also noted that fair
value is presently required in the financial data filed with govern
mental agencies pursuant to ERISA.
128. Other respondents favored using historical cost (adjusted
for any depreciation or amortization). Some argued that measur
ing operating assets at historical cost and appropriately allocating
that cost to each plan year is the appropriate manner for rec
ognizing that portion of the administrative expenses incurred to
provide benefits. Expenditures for operating assets are in the
nature of advance payments for future administrative services; in
that respect they differ from investments which are expected to
generate future cash flows that will be used to provide benefits.
Others noted that ERISA reporting requirements are not applicable
to plans of state and local governmental units and that requiring
fair value could increase their administrative costs.
129. The Board considered the foregoing views together with the
objective of the financial statements and concluded that operating
assets should be measured at historical cost less accumulated de
preciation or amortization.
INFORMATION REGARDING ACTUARIAL PRESENT VALUE
OF ACCUMULATED PLAN BENEFITS
The Need to Present Benefit Information

130. To be useful in assessing a plan’s present and future ability
to pay benefits when due, it is essential that the financial state-
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merits present information about both the net assets available for
benefits and the benefits to be paid.
131. Some respondents opposed disclosure of any benefit informa
tion on the basis that it was outside the scope of financial state
ments. They asserted that the information is appropriately the
province of the actuarial report. In their view, to include such in
formation would at least duplicate information available elsewhere
(the actuary’s report) and might be confusing and misleading if it
differed from amounts reported by the actuary.
132. Similarly, some respondents interpreted certain provisions
of the Act to mean that any disclosure of benefits for an ERISA
plan is an issue that should be resolved independently of the plan’s
financial statements. Some who expressed that view thought that
excluding benefit information from the financial statements is pref
erable because it alleviates the possibility of conflicts between the
responsibilities of auditors and those of actuaries in the certifica
tions required by the Act.
133. The Board considered whether the need to involve mem
bers of the actuarial profession in the development of financial
information should be a factor that constrains the content of
financial statements. From the project’s inception, the Board has
recognized the essential role of actuaries in developing any re
quired benefit information. It undertook an extensive cooperative
effort with the American Academy of Actuaries (A ca d e m y) to
develop a basic method of determining benefit information that
would be both meaningful and implementable. The Board ap
preciates the Academy’s willingness to undertake that effort. The
substantial agreement reached (discussed further in subsequent
paragraphs of this appendix) should enhance the necessary on
going cooperative effort among those who have a responsibility
regarding the development or dissemination of plan financial
information.
134. The Board believes that actuaries are best qualified to de
velop the benefit information required by this Statement because
of their unique professional qualifications and their existing rela
tionship with plans on other matters (for example, funding policy
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and measurement of pension costs). Although it acknowledges
the role of the actuarial profession in developing certain financial
information, the Board does not accept the notion that if the prep
aration of information does not fall within the professional quali
fications of accountants, it is outside the scope of financial account
ing. Certain financial information presently disclosed in financial
statements of business enterprises is prepared exclusively by or
with the assistance of professionals other than accountants. For
example, the aggregate reserves for life, accident, and health
policies of stock life insurance companies that appear in those
entities’ financial statements and measurements of pension costs
in employers’ financial statements are prepared by actuaries.
The use of appraisers is common in establishing the value of non
monetary assets acquired in a business combination accounted for
as a purchase and may be necessary in conjunction with account
ing for certain troubled debt restructurings. (With respect to plan
reporting, paragraph 104 of this Statement recognizes that ap
praisers may be needed to determine the fair value of certain plan
investments.) Information oriented to engineering and law may
also enter into the preparation of financial accounting information.
Thus, the Board rejected the view that the need, by itself, to involve
actuaries should be a constraint on the content of financial state
ments.
135. The Board believes that unnecessary differences between the
benefit information presented in plan financial statements and re
lated information presented in schedules filed by ERISA plans
pursuant to the Act could result in additional costs being in
curred by preparers of the information and might also cause
some confusion to those who use the information. Therefore,
the Board worked closely with the Department of Labor (D e
partm ent) in an attempt to avoid such unnecessary differences. As
discussed further in subsequent paragraphs, that cooperative ef
fort was successful in developing a basic method of determining
benefit information that will satisfy both financial reporting re
quirements and Form 5500 reporting requirements.
136. The Board recognizes that there will be available other
actuarial information concerning a plan that may differ from the
benefit information in plan financial statements. The Board
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recognizes (and believes that both the Academy and the Depart
ment also recognize) that such differences are unavoidable when the
information is intended to serve different purposes. For example,
information that is useful in assessing the plan’s ability to pay
benefits may not be the most useful for determining periodic cost
measurements or establishing minimum funding requirements pur
suant to ERISA. The Board acknowledges that care needs to be
exercised in the presentation of financial accounting information
to mitigate any confusion that might result from the presence of
other information about the plan. If other information that is made
available to users of plan financial statements is accompanied by
appropriate disclosure of its nature and purpose, possible con
fusion on the part of certain users may be avoided.
137. The view expressed in paragraph 132 apparently reflects a
concern that inclusion of benefit information will involve auditors
in actuarial matters because of their examination of the plan’s
financial statements in accordance with generally accepted audit
ing standards. This Statement does not mandate auditor involve
ment in financial statements; matters relating to the attest function
are not within the scope of the Board’s authority. The Board
recognizes, however, that both the auditing and actuarial profes
sions have responsibilities under the Act and that their respective
professional bodies have promulgated standards or recommenda
tions regarding the conduct of their members. It is not within the
Board’s authority to attempt to resolve any issues relating to the
relationship between those professions. The Board is aware of
ongoing efforts by the interested parties to resolve certain such
issues and is hopeful that those efforts will result in prompt
solutions that are acceptable to all involved. The Board does not
agree, however, that the proper manner of resolution is to omit
from the financial statements information that is essential to users
of those statements. Further, the Board does not believe that
considerations relating to whether or by whom certain information
should be audited are, of themselves, relevant to a determination of
whether the information should be presented in financial state
ments. For example, Section 2520.103-8 of Department of Labor
regulations provides that the auditor’s examination need not in
clude any statement or information regarding plan assets held by
a bank or insurance carrier if the bank or insurance company is
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regulated, supervised, and subject to periodic examination by a
state or federal agency and the bank or insurance company certi
fies to the correctness of the statement or information. In the
absence of such regulations, it would be equally inappropriate to
exclude information regarding those assets from plan financial
statements to avoid attestation by an auditor.
Alternatives Considered for Determining Benefit Information

138. Having concluded that benefit information should be in the
financial statements, the Board considered how that information
should be determined. Respondents’ recommendations can be
broadly categorized as follows:
a. Some focused on benefit information that would represent those
benefits to which employees would be entitled if they terminated
their employment at the benefit information date. For present
employees, the benefit information would include only that
portion of the benefits accumulated under the plan’s benefit
accrual provision that is vested at that date.
b. Some focused on benefit information that would represent those
benefits that are at risk at the benefit information date. The
benefit information would include the benefits accumulated by
present employees under the plan’s benefit accrual provision,
without adjustment for future withdrawal. This method is in
dependent of the plan’s vesting provision.
c. Some focused on benefit information that would represent
the benefits attributable to employees’ service to the benefit
information date. Respondents’ recommendations for deter
mining those benefits can be broadly categorized as follows:
i. Some would include the benefits of present employees
determined as in (a) above (vested benefits) plus that
portion of present employees’ accumulated plan benefits,
determined in accordance with the benefit accrual provi
sion, that is expected to become vested. Some proponents
of this approach believe that the benefit information should
differ from that determined in (b) above only in that future
withdrawal should be recognized. Others would include
some portion of certain types of benefits (for example,
death and disability benefits) for which the plan does not
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clearly specify the amount attributable to each year of
service.
ii. Others would measure the benefits as some pro rata por
tion of the expected benefits to be received by present
employees who retire or terminate in a vested status
after the benefit information date. That pro rata por
tion would relate in some manner the service rendered to
date with total service expected to be rendered.
d. Some focused on the amount that is assigned by the actuarial
cost method to periods before the benefit information date.
139. Categories (a)-(c) above refer to present employees; there
is little, if any, difference of opinion about how to determine the
accumulated plan benefits of employees who have retired or termi
nated before reaching retirement age. Accordingly, paragraphs
140-168 primarily focus on determining the accumulated plan
benefits of present employees. Those paragraphs elaborate on the
preceding alternatives. They do not focus on other measurement
factors, such as various assumptions (other than withdrawal)33
used in determining the benefit information. Paragraphs 169-204
address that aspect of the measurement process.
Vested Benefits

140. Some respondents emphasized that only vested benefit in
formation should be presented. Nonvested benefits are forfeitable if certain conditions (primarily age and length of service)
are not met, whereas vested benefits are not. Thus, some
believe that only vested benefit information could be properly pre
sented as a plan liability. Some respondents to the initial Exposure
Draft (which required presentation of information about both
vested and nonvested benefits) believe that ERISA supports their
view. Under ERISA the legal obligation of the plan upon plan

33 All approaches to determining benefit information discussed in this State
ment utilize various assumptions to estimate the probability that benefits will
be paid. The approaches differ somewhat with respect to which assumptions
are recognized. For convenience, the discussion in paragraphs 140-168 re
fers to certain assumptions only when necessary to distinguish between ap
proaches. Assumptions relating to the probability of payment of benefits are
discussed in more detail in paragraphs 180-186.
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termination cannot exceed vested benefits except to the extent
that plan assets are available to provide benefits in excess of vested
benefits.
141. Certain respondents to the Exposure Drafts expressed the
view that participants would be confused and unduly alarmed
by the fluctuations in the security for nonvested benefits that, in
their view, are a likely result of the combination of the subordinate
status of nonvested benefits and the presentation of plan invest
ments at fair value. However, others argued that employees do
not expect any security until they have met the plan’s vesting re
quirements. It was also suggested that presenting nonvested
benefit information might affect management decisions about plan
funding. Respondents who expressed the foregoing views believed
that presenting only vested benefit information would avoid such
perceived effects and is therefore preferable.
Benefits at Risk

142. Some respondents recommended that the benefit informa
tion represent potential claims of employees in the event of plan
termination. A defined benefit pension plan normally contains a
formula or schedule that specifies the rate at which employees
accumulate their benefits. That benefit accrual provision is neces
sary primarily to determine the benefits attributable to service
rendered by an employee who separates from service before
retirement. In the view of some, that provision best defines the
benefits that are at risk at any time. Because nonvested benefits
become vested to the extent of available assets upon plan termina
tion, they are considered equally at risk as vested benefits and
therefore could be included in the benefit information under
this approach. Because future service is not a factor in measur
ing benefits at risk, those who support this approach would
not adjust the benefit information for future withdrawal. Some
view this approach as providing benefit information that is
most useful to participants because of its comparability with the
computational basis used to prepare the individual statements of
accrued benefits that participants in an ERISA plan are entitled
to receive. In their view, reflecting future withdrawal would de
crease the usefulness of the resulting benefit information. Sup-
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porters of this approach do not consider it inconsistent with
the concept of an ongoing plan. Providing the specified benefit
information is not the same as providing a measure of the bene
fits that would be paid assuming plan termination. Providing the
latter measure would be consistent with the assumption that the
plan had, in fact, terminated.
Benefits Attributable to Service Already Rendered

143. Some respondents recommended that the benefit information
represent the benefits to which employees are entitled as a result
of their service to the benefit information date. For purposes of this
Statement, the two basic approaches to determining those benefits
are referred to as (a) vested benefits and those accumulated plan
benefits expected to become vested and (b) pro rata allocation of
projected benefits.
Vested Benefits and Those Expected to Become Vested

144. Some respondents recommended that the benefit informa
tion include benefits presently vested plus that portion of em
ployees’ accumulated plan benefits at the benefit information date
that is expected to become vested. Those holding this view object
to presenting only vested benefit information because that informa
tion fails to recognize the benefits that may be reasonably expected
to be paid for services already rendered. Adjusting the benefit
information for future withdrawal is inherent in the notion of
benefits expected to become vested. Thus, this approach differs
in that respect from a benefits-at-risk approach. Some holding this
view would include in the benefit information a portion of certain
nonvested benefits for which the plan does not clearly specify the
amount attributable to each year of service, for example, death
and disability benefits. The benefits-at-risk approach, on the other
hand, would include such benefits only to the extent that employees
presently have vested rights to them.
Pro Rata Allocation of Projected Benefits

145. Some respondents recommended that the benefit information
be determined on the basis of the relationship between the total
benefits expected to be ultimately paid to present employees and
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the service rendered in exchange for those benefits. Inherent in
this view is the projection of future benefits determined in accord
ance with employees’ projected future pay, service, or both. The
relationship between projected benefits and service rendered can
be determined by various methods. For purposes of this State
ment, those methods are referred to as:
a.
b.
c.
d.

The benefit-compensation-correlation method
The cost-compensation-correlation method
The benefit-years of service-correlation method
The cost-years of service-correlation method.

Benefit-compensation-correlation method

146. One method of relating benefits to service is to relate the

benefits (rather than the cost of such benefits) to compensation.

Under that method, the percentage of (a) the actuarial present
value at retirement date (or date of termination, if earlier) of the
total estimated benefits to (b) the total estimated compensation to
retirement (or termination, if earlier) is first determined for each
employee.34 That percentage is then applied to the em ployee’s
compensation each year to determine the benefits attributable
to that year’s service. The benefits so determined are then dis
counted to reflect the time value of money. The benefit informa
tion would be the aggregate of those discounted benefits at
tributable to all present em ployees’ years of service to the benefit
information date, increased for interest for the period from the
year of service to the benefit information date.
Cost-compensation-correlation method

147. Under the method in which the co st of providing benefits
(rather than the benefits) is correlated with compensation, a deter
mination is made for each employee35 of the percentage relation
ship of (a) the actuarial present value at retirement date (or
date of termination, if earlier) of the total estimated benefits to
34 In practice, the approach probably would be applied to all employees as a
group, or to particular groups of employees, rather than on an individual
employee basis.
35 See footnote 34.
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(b) the total estimated compensation to retirement (or termination,
if earlier) adjusted to reflect an interest factor from the period that
service is rendered to that date. The resulting percentage is then
applied to each year’s compensation to allocate the employer’s
cost of providing benefits attributable, on the basis of compensa
tion, to that year’s service. This method results in each year’s
cost allocation remaining a constant percentage of each year’s
compensation. (That is not the case under the benefit-compensa
tion-correlation method.) The benefit information would be the
aggregate cost of benefits attributable to all present employees’
years of service to the benefit information date, increased for
interest for the period from the year of service to the benefit
information date.
Years of service-correlation methods

148. The years of service-correlation methods are basically the
same as the compensation-correlation methods described in para
graphs 146 and 147 except for the basis of allocation. Similar to
the benefit-compensation-correlation method, the benefit-years of
service-correlation method allocates a constant percentage of total
estimated benefits to each year of service and discounts that
amount to reflect the time value of money. Likewise, the costyears of service-correlation method allocates to each year of ser
vice a constant dollar cost for providing the estimated total
benefits.
Actuarial Cost Methods

149. Actuarial cost methods are primarily used to determine
annual pension cost estimates; those cost estimates may be used
for determining the amount and incidence of employer contribu
tions, establishing tax deductibility of the amounts funded, deter
mining pension expense for recognition in the employer’s financial
statements, determining the minimum funding required by the
Act, and possibly other purposes. The view discussed here is not
whether the use of actuarial cost methods is appropriate for
financial reporting by the employer but whether actuarial cost
methods, in general, produce measures that are acceptable for
determining the benefit information to be presented in plan finan
cial statements.
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150. Certain respondents recommended that determination of any
benefit information be left to the discretion of the actuary and
that all actuarial cost methods acceptable under the Act be accept
able for plan financial statement purposes. In their view, the actu
ary is best qualified by training to select the appropriate measure.
Certain respondents to the Exposure Drafts (which rejected actu
arial cost methods for determining the benefit information) objected
to the cost of requiring a method for determining benefit informa
tion that might differ from the actuarial cost method. In their
view, requiring plans to incur such costs for financial reporting
purposes alone would be inappropriate. It was also suggested that
the apparent comparability among plans achieved by the initial Ex
posure Draft’s requirement for use of both a uniform basic method
and uniform assumptions would be illusory because differences in
plan provisions, characteristics of participants, and investment
strategies would not be reflected. Other respondents thought use of
the actuarial cost method used for funding purposes was appropri
ate because the resulting benefit information would be determined
in the same way as employer contributions.
Conclusions on Determining Benefit Information

151. The Board concluded that the benefit information should
include vested benefits plus employees’ nonvested benefits ex
pected to become vested as determined by the plan’s benefit
accrual provision using primarily em ployees’ history of pay and
service to the benefit information date. Projected service should be
a factor only in determining em ployees’ expected eligibility for
particular benefits such as those listed in paragraph 18(b). The
actuarial present value of those benefits should then be determined
using appropriate actuarial assumptions to reflect the time value of
money (through discounts for interest) and the probability of pay
ment (by means of decrements such as for death, disability, with
drawal, or retirement) between the benefit information date and the
expected date of payment.
152. The benefit information required by the initial Exposure
Draft was based entirely on employees’ history of pay and service
and other appropriate factors at the benefit information date.
Therefore, benefits such as those listed in paragraph 18(b) were not

190

included, except to the extent that em ployees’ eligibility for them
at the benefit information date was not dependent on future
service. That method of determining benefit information was
primarily based on the benefits-at-risk approach. A number of re
spondents expressed the view that that approach was not as useful
in an assessment of benefit security on an ongoing plan basis as
would be an approach that included estimated amounts for bene
fits such as those listed in paragraph 18(b) for all employees ex
pected to receive such benefits, to the extent those benefits related
to service already rendered. For reasons discussed in the follow
ing paragraphs, the Board agreed.
153. The Board believes that the benefit information should re
late to the benefits reasonably expected to be paid in exchange for
employees’ service to the benefit information date. In the Board’s
view, vested benefits and nonvested benefits expected to become
vested, determined primarily in accordance with the benefit accrual
provision and employees’ history of pay and service to the benefit
information date, best represent the benefits attributable to service
already rendered. For example, if a plan provides a benefit of
2 percent of final 5-year average salary per year of service, the
accumulated pension benefit for an employee with 10 years of
service would be 10 times 2 percent of the em ployee’s average sal
ary for the 5 years immediately preceding the benefit information
date.
154. In the Board’s view, future service should be considered
only in determining em ployees’ expected eligibility for certain
benefits. The need to consider projected service for that purpose
can be illustrated by assuming an employee36 becomes eligible for
36 For purposes of illustration, the discussion is in terms of an individual
employee. In practice, such benefits would be recognized on an aggregate
rather than individual basis because it is usually not possible to predict
whether and when an individual employee will become disabled (or elect
early retirement, die in active service, etc.). It is, however, possible to esti
mate the disability (or early retirement, death, etc.) benefits expected to
become payable for a group of employees through the application of appro
priate probability factors. The basic principle, however, is the same whether
the computations are performed on an aggregate or an individual basis.
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a disability benefit in the 15th year of service pursuant to a
plan that provides disability benefits when an active employee
with 10 or more years of service becomes totally and permanently
disabled. If projected disability in a future year of service is not
considered during the first 14 years of service in determining
that employee’s expected eligibility for the disability benefit,
the entire incremental actuarial present value of that bene
fit (that is, the excess, if any, over the actuarial present value
of the normal retirement benefit previously recognized) is rec
ognized in the 15th year of service, as if it were all attributable
to that year of service. In the Board’s view, the disability benefit
should be related to the service rendered during the em ployee’s
entire career. A portion of the disability benefit should thus
be attributed to each of the employee’s 15 years of service.
Similar illustrations could be developed for other types of benefits.
For example, future service should be considered for determining
an em ployee’s expected eligibility for an early retirement benefit
in order to appropriately relate that benefit to each year of service
rendered; not doing so would result in attributing the entire in
cremental actuarial present value of the early retirement benefit
to years after the employee initially becomes eligible for an early
retirement benefit.
155. In the Board’s view, the approach discussed in paragraphs
153 and 154 results in a measure of accumulated plan benefits
that is most useful in assessing the plan’s present and future ability
to pay, when due, the benefits to which employees will ultimately
be entitled as a result of their service to the benefit information
date. Therefore, the approach is consistent with the primary ob
jective of plan financial statements.
156. For certain types of benefits, the amount attributable to each
year of service cannot be directly determined from the plan’s pro
visions. The manner in which such benefits should be considered
to accumulate depends on whether the benefit is includable in
vested benefits. To illustrate, assume a plan provides a supple
mental early retirement benefit of $200 per month upon early
retirement at age 55 with at least 25 years of service, payable
from the date of early retirement until age 62 (the eligibility age for
collecting Social Security benefits). If that benefit becomes a
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vested benefit after 25 years of service, it should be considered
to accumulate in proportion to the ratio of the number of years of
service completed to the benefit information date to the pro
jected number of years of service that will have been completed
when the benefit first becomes fully vested. Therefore, 1 /2 5 of
the $200 benefit (that is, $8) is attributed to each year of service
(assuming the employee is expected to render at least 25 years of
service).37 In the case of a benefit that does not become a vested
benefit (for example, a $5,000 death benefit that is payable only
if death occurs during active service), the benefit should be con
sidered to accumulate in proportion to the ratio of the number of
years of service completed at the benefit information date to the
number of years of service completed at the estimated time of sepa
ration from covered employment. For example, if the foregoing
$5,000 death benefit is expected to be paid after the 20th year
of service (that is, the employee is expected to die at the end of
the 20th year of service), 1 /2 0 of the benefit should be attributed
to each year of service. Thus, after 5 years of service, the em
ployee’s accumulated death benefit is $1,250.38
157. Because the Board considered vested benefit information to
be too restrictive of the benefits reasonably expected to be
paid as a result of service rendered to the benefit information
date, it rejected the views expressed in paragraphs 140 and 141.
As further discussed in subsequent paragraphs regarding the
location of benefit information, the Board concluded that it need
not decide whether any part or all of the benefit information is a
plan liability. Therefore, views regarding the liability nature of
vested benefit information were not considered relevant.
158. The Board also did not find persuasive the views regarding
perceived effects of presenting nonvested benefit information.
37 Footnote 36 discusses the estimation of benefits for a group of employees
through application of appropriate probability factors. In determining the
benefit information, such probability factors are used to estimate whether
an employee will render at least 25 years of service, and whether and when
that employee will elect early retirement.
38 See footnotes 36 and 37.
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If participants are properly educated in the use of financial state
ments (paragraph 50), the Board believes that they should not
be confused or unduly alarmed if the portion of nonvested bene
fits that is covered by plan assets changes between periods.
Further, information about such fluctuations, if they occur, is
pertinent to an assessment of the plan’s ability to pay benefits.
(The Board also notes that the view that participants will be
alarmed by information about such fluctuations in security for
nonvested benefits and the view that participants do not expect
security for nonvested benefits appear somewhat contradictory.)
Arguments similar to the views regarding perceived effects on fund
ing decisions were discussed in paragraph 106. As stated in that
paragraph, the Board does not believe that accounting stand
ards should be designed to encourage or discourage an action
by management.
159. The initial Exposure Draft’s approach to determining bene
fit information was primarily a benefits-at-risk approach. For
reasons discussed in preceding paragraphs, the Board concluded
that the method required by this Statement would result in more
useful benefit information for assessing benefit security on an
ongoing plan basis. Further, the revised approach is believed
to be consistent both with the views of the Department of Labor
as reflected in the revised Schedule B, “Actuarial Information,”
of Form 5500 (footnote 41) and with the views of the American
Academy of Actuaries as reflected in its Interpretation 2 (para
graph 80). That Interpretation was developed during the previ
ously mentioned cooperative effort between the Board and the
Academy. Paragraphs 17-20 essentially reiterate the recommen
dations contained in Interpretation 2 and also provide certain
additional guidance to ensure that the resulting benefit informa
tion is relevant for financial reporting purposes.
160. The Board also rejected the pro rata allocation methods
discussed in paragraphs 145-148. In the Board’s view, benefit
information intended to be useful in assessing the plan’s ability
to pay benefits attributable to service already rendered should be
based primarily on pay already earned and service already
rendered. One significant difference between the method adopted
by the Board and the pro rata allocation methods relates to
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whether future salary increases are considered in measuring
benefits attributable to service already rendered. Because that
difference relates to the assumptions to be considered in determin
ing the benefit information, it is addressed in subsequent para
graphs that focus on that aspect of the measurement process.
161. The Board recognizes that financial accounting measures
are rarely exact and that the uncertainty that surrounds economic
activities often requires use of approximations or predictions of
various amounts and judgment about their inclusion and dis
closure in financial statements. The foregoing is particularly true
in determining benefit information. However, because the method
it adopted does not necessitate subjective assumptions about
future salary increases, the Board believes that method results
in benefit information that is more objective and verifiable than
the benefit information that results from the pro rata allocation
methods.
162. It was also apparent from the responses of certain supporters
of the pro rata allocation methods that their views were signifi
cantly affected by the view that there should be symmetry in
the accounting by the employer(s) and the plan regarding the
measure of earned benefits.
163. The Board considered and rejected the view that symmetrical
reporting should be a necessary factor in selecting the method
for determining benefit information for purposes of plan reporting.
The information that is useful in assessing the plan’s ability to pay
benefits may differ from the information that would best serve the
objectives of accounting by employers for pensions. The Board
will consider those objectives in another project.39 Further, those
who support symmetrical reporting are presumably influenced by
the view that if benefit information is presented as a liability in the
financial statements of both the employer(s) and the plan, the liabil
ity should be determined in the same manner by both parties. Be
cause the Board concluded that the benefit information need not
be presented as a plan liability (paragraph 231), the issue of
39 See footnote 23.
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symmetry may not be pertinent even though some amount may
appear as a liability in financial statements of the employer(s).
164. The Board rejected the two cost-correlation methods for an
additional reason. Those methods focus solely on the principle of
income statement cost-allocation rather than on attributing benefits
to service rendered. Therefore, the Board does not believe that
the measures that are by-products of those methods provide infor
mation useful in achieving the primary objective of plan financial
statements.
165. For similar reasons, the Board rejected use of actuarial
cost methods. APB Opinion No. 8, A ccou n tin g fo r the C o st of
P ension Plans, recognizes several actuarial cost methods as ac
ceptable for determining employers’ costs. Likewise, a number
of actuarial cost methods are recognized by ERISA as accept
able for funding purposes. Each of those methods is designed
to allocate the expected ultimate cost of the plan to particu
lar time periods. (The pro rata allocation methods discussed in
preceding paragraphs are, in effect, applications of allocation ap
proaches employed under certain actuarial cost methods.) The
portion allocated to periods before a valuation date, formerly iden
tified as p rior service costs, the accrued liability, or p rio r service
liability, but now described as the supplemental actuarial value,40
will vary widely from method to method. Although that variation
may be appropriate for funding purposes, the Board considers it in
appropriate for plan financial reporting. The Board has previously
considered the question of accounting alternatives and has con
cluded that using different accounting methods for the same types
of facts and circumstances impairs the comparability of financial
statements and thus significantly detracts from their usefulness. Use
of actuarial cost methods for determining the benefit information
could result in two plans with essentially the same benefit provi
sions, participant populations, etc., reporting widely differing bene
fit information because different actuarial cost methods were used.
Further, the Board does not believe that differences in factors such
40 Interprofessional Pension Actuarial Advisory Group, Pension T erm inology

Final R eport, January 1978, p. 17.
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as benefit provisions, participant populations, and investment poli
cies constitute different facts and circumstances that justify use of a
different basic method for determining the benefit information.
Differences in such factors are appropriately accommodated by the
method adopted by the Board. For example, that method requires
that employees’ accumulated plan benefits be determined in ac
cordance with the individual plan’s benefit provisions. Differences
in factors such as rates of disability, withdrawal, or mortality and
differences in investment policies are reflected in the selection of
assumptions that reflect the best estimate of the plan’s expected
experience with respect to those factors.
166. The Board also rejected the view that using the actuarial cost
method used for determining employer contributions would result
in an appropriate comparison of net asset and benefit information.
Determination of benefit information in accordance with the actu
arial cost method used for funding purposes might produce a
measure that would be useful in assessing the progress of the
funding program relative to the actuarial cost method. However,
because most actuarial cost methods are not designed to at
tribute benefits to service rendered, such an approach would
not, in most cases, produce benefit information that would be
useful in achieving the primary objective of plan financial state
ments. Further, that view taken to its logical conclusion would
mean that no benefit information would be presented by an un
funded plan.
167. The Board’s conclusions with respect to the appropriate
method of determining the benefit information are based solely
on plan accounting considerations. It recognizes that other
methods, including actuarial cost methods and specifically the costcorrelation methods discussed above, are widely used by actuaries
in establishing pension funding programs; the Board is not con
cerned with, nor does it question, their appropriateness for that
purpose.
168. In rejecting the use of actuarial cost methods, the Board is

not rejecting the use of actuarial expertise in determining the bene

fit information. On the contrary, the Board recognizes that it is
critical to the measurement process.
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Assumptions Used in Determining Benefit Information

169. The following paragraphs discuss the Board’s conclusions
regarding the more significant assumptions that may be used in
determining the actuarial present value of accumulated plan bene
fits.
Future Salary Increases

170. As previously indicated, some believe that an assumption
regarding present employees’ future salary increases should be
considered in measuring benefits attributable to service already
rendered ( at least when benefits are stated in terms of future salary
as, for example, in a final-pay plan).41 In rejecting that view, some
Board members gave greater weight to some factors than to others.
171. Certain Board members believe that benefits attributable to
future salary increases should not be considered “earned” until
the related compensation is earned. That view holds that the
total increase in an employee’s accumulated plan benefit attribu
table to compensation earned in a given year of service is properly
considered to have been earned in that year, not in an earlier year.
172. Certain Board members also believe that future salary
increases are not unlike certain other future price changes, the
accounting effects of which are recognized in the periods in which
the price changes occur. Future salary increases may be related to
employees’ future productivity levels, as well as to changes in
wage levels (either as a result of general price changes or changes
in the factors of supply and demand). This view considers it
inappropriate to reflect salary increases due to either changing
41 On September 26, 1978, the Department of Labor proposed such an ap
proach for determining the benefit information to be reported by ERISA
plans on the revised Schedule B (“Actuarial Information” ) of Form 5500.
The Board testified in support of the method required by this Statement at
hearings concerning the Schedule B proposals held by the Department on
November 20, 1978; in that testimony the Board expressed its views
regarding future salary increases. The Board is pleased that the revised
Schedule B subsequently issued by the Department requires a method that
is believed to be consistent with that required by this Statement.
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levels of productivity or changes in the exchange prices for con
stant levels of productivity until the economic conditions giving
rise to those changes are also present. However, this view distin
guishes those prices to be paid in exchange for future service and
future price increases that will affect the exchange prices for past
service. Thus, this view does not consider it inconsistent to reflect
automatic cost-of-living adjustments (which affect the price paid
for past service) and not reflect future salary increases (which are
prices paid for future service). (The Board’s conclusions regarding
automatic cost-of-living adjustments are discussed in paragraphs
176-178.)
173. The American Academy of Actuaries’ position in its Inter
pretation 2 was an additional factor that influenced certain Board
members’ conclusions. For both conceptual and practical reasons,
the Academy opposes considering future salary increases. Because
of the actuary’s important role in developing the benefit informa
tion, those Board members gave particular weight to the Academy’s
views. As a result of not considering future salary increases, the
Board’s and the Academy’s views on the basic method for deter
mining employees’ accumulated plan benefits appear to be sub
stantially the same. Therefore, those Board members believe that
not considering future salary increases will not only result in
benefit information that is meaningful for an assessment of benefit
security but will also enhance the necessary ongoing cooperative
relationship among those who have a responsibility regarding the
development or dissemination of plan financial information.
174. To a lesser degree, some Board members are concerned
about certain implementation problems that might arise were it
necessary to consider both past and future salary in determining
the benefits attributable to service already rendered. Such poten
tial problems include the availability of historical salary informa
tion needed to apply a compensation-allocation basis and the
possible need to develop detailed guidelines for applying that
allocation basis for various types of benefit formulas and fact
situations.
175. Certain respondents to the Exposure Drafts linked the
propriety of considering future salary increases with funding con-
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siderations. For example, the view was expressed that not con
sidering future salary increases for a public plan would be incon
sistent with assumptions used for funding purposes and might
therefore influence the decisions of those responsible for allocating
public funds to the plan. As previously stated, the Board’s
conclusions are based solely on plan accounting considerations.
The benefit information presented in plan financial statements is
intended to be useful in assessing benefit security. Other measure
ment methods may be more useful for determining periodic
funding requirements. Further, as previously discussed, the
Board does not consider it appropriate to establish accounting
and reporting standards based on the perceived effects on manage
ment decisions. Regarding future salary increases, certain Board
members consider it appropriate to note that the concept of long
term funding requirements should not be confused with the con
cept of benefits accumulated by employees. The former may
require projections based on all relevant future factors, including
future salary increases. The latter, however, carries with it a notion
of “what has occurred to date” to determine the benefits attributa
ble to service rendered to date.
Automatic Cost-of-Living Adjustments

176. Unlike future salary increases, automatic benefit increases
specified by the plan, such as automatic cost-of-living adjust
ments, may be appropriately considered a part of the benefits
exchanged for employee service already rendered. The propriety
of that view can be illustrated with an example of a plan that
provides that a retiree’s monthly benefit will be increased on each
January 1 by the percentage increase reflected in the change in the
Consumer Price Index from the preceding January 1, up to a
maximum increase of three percent in a single year. Recognizing
amounts payable to a retiree pursuant to that plan provision only
as benefits are increased would result in attributing the effect of
the cost-of-living adjustment to periods after the employee’s re
tirement, that is, after all service had been rendered. The Board
considers that result inappropriate. The effects of automatic
cost-of-living adjustments should be attributed in an appropriate
manner to each year during which an employee renders service.
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177. The initial Exposure Draft proscribed recognizing automatic
cost-of-living adjustments in determining the benefit information.
Some respondents expressed the view that exclusion of such
amounts was inappropriate for purposes of providing information
useful in assessing benefit security on an ongoing plan basis. As
indicated in the preceding paragraph, the Board agreed.
178. This Statement requires that assumed rates of inflation used
in measuring benefits attributable to automatic cost-of-living
adjustments be consistent with those inherent in assumed rates of
return (that is, interest rates). (Paragraphs 187-197 address the
Board’s conclusion regarding assumed rates of return.) Interest
rates are generally perceived as comprising several factors,
including a factor to compensate the lender for expected inflation
during the life of the loan. The assumed rates of return required
by this Statement relate to the periods for which payment of bene
fits is deferred and therefore encompass the periods on which
automatic cost-of-living adjustments are based. Thus, the inflation
assumptions for such periods used to reflect automatic cost-ofliving adjustments should be consistent with the inflation assump
tions inherent in the assumed rates of return for those periods. If
an automatic cost-of-living adjustment is subject to a maximum
annual percentage increase (sometimes referred to as a “cap”), the
assumed rate of benefit increase may differ from the assumed rate
of inflation. For example, in the illustration discussed in para
graph 176, which has a three percent “cap,” the assumed annual
rate of benefit increase would not exceed three percent regardless
of the assumed rate of inflation.
Social Security Payments

179. Certain plans integrate pension benefits with payments
provided under the federal Social Security program. That inte
gration may take a variety of forms. Whatever the form, certain
provisions of the Social Security law are used in determining
the benefit information. Therefore, an issue arises regarding
whether the benefit information should reflect (a) the Social
Security provisions in effect at the benefit information date,
(b) the provisions of the present Social Security law scheduled to
be in effect at em ployees’ assumed dates of retirement or other
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termination, or (c) the provisions of possible amendments to the
Social Security law in effect at em ployees’ assumed dates of re
tirement or other termination. This Statement requires that Social
Security provisions in effect at the benefit information date be used
((a) above). Because both levels of Social Security payments and
taxable wage bases are related to employees’ salary, the Board
concluded that use of presently effective provisions of the Social
Security law is consistent with use of historical salary information.
Certain Assumptions Relating to the Probability and
Timing of Benefit Payments

180. Among the more significant assumptions relating to whether
and when benefits will initially become payable and for how
long they will be paid are (a) pre- and post-retirement mortality,
(b) withdrawal, (c) disability, and (d) ages at which employees will
retire.
Mortality

181. Pension benefits are not paid unless employees live to retire
ment, and they cease upon death unless there is a co-annuitant,
as in the case of a joint and survivor option. Therefore, accumu
lated plan benefits should be adjusted to reflect participants’
longevity. If a plan provides death benefits, those benefits should
also be reflected in the benefit information.
182. The initial Exposure Draft required that certain plans use the
mortality and interest rates prescribed by the PBGC to value
benefits upon plan termination. Because most respondents’ com 
ments focused on PBGC interest rates rather than mortality rates,
their use is discussed in that context (paragraphs 188 and 189).
Withdrawal

183. For reasons other than death or disability (which are ad
dressed in paragraphs 181 and 185, respectively), employees may
cease rendering service. If they do so before their pension bene
fits become fully vested, some or all of those benefits (depending
on the plan’s vesting provision) are forfeited. For multiemployer
plans, withdrawal includes termination of service resulting from
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withdrawal of a participating employer from the plan. For reasons
discussed in paragraph 142, the initial Exposure Draft proscribed
adjusting the benefit information for those benefits that may be so
forfeited in the future.
184. Although not necessarily disagreeing on a conceptual basis
with the views stated in that Exposure Draft about the relationship
between future withdrawal and benefits at risk, certain respondents
nevertheless felt that nonrecognition of future withdrawal over
stated the benefits reasonably expected to become payable. The
Board agreed. It also believes that consideration of future with
drawal is consistent with consideration of future service in
determining em ployees’ expected eligibility for increased benefits
(paragraph 154).
Disability

185. Certain plans provide disability benefits. Because it primarily
focused on a benefits-at-risk approach, the initial Exposure Draft
required that the benefit information exclude those benefits ex
pected to become payable if an employee became disabled while
in service. Some respondents thought excluding such benefits
understated the benefits reasonably expected to become payable
as a result of service already rendered. As previously indicated,
the Board agreed.
Early Retirement

186. Certain plans provide that an employee may retire early,
subject to the attainment of a specified age, typically 55. Addi
tional conditions may also be imposed. As previously discussed,
the Board concluded that the benefit information should reflect
the estimated early retirement benefits to be paid to those em
ployees expected to become eligible for and to elect early retire
ment. The initial Exposure Draft’s requirements and respondents’
comments regarding early retirement benefits were similar to those
regarding disability benefits. In addition, a few respondents asked
whether rates of early retirement should be assumed based on an
ongoing or a terminating plan. This Statement requires that all
assumptions be consistent with an ongoing plan.
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Rates of Return

187. To be of use in assessing benefit security, the net asset and
benefit information must be determined on a comparable basis.
Therefore, accumulated plan benefits must be discounted to reflect
the time value of money in order for the benefit information to be
on a basis comparable to the net asset information, which is
stated in terms of present dollars. Few, if any, respondents who
advocated presenting benefit information in the financial state
ments disagreed. To increase the comparability of the net asset
and benefit information, this Statement requires that assumed rates
of return used to discount the accumulated plan benefits reflect
the expected rates of return on plan investments applicable to the
periods for which payment of benefits is deferred.
188. A principal factor behind the initial Exposure Draft’s re
quirement that certain plans use PBGC interest (and mortality)
rates to determine the benefit information was that the initial inter
est rates used by the PBGC were derived from annuity price data
obtained from the private insurance industry. PBGC rates therefore
represented currently available interest rates, and their use resulted
in benefit information that was comparable with the net asset infor
mation. Certain respondents objected to the use of PBGC rates.
They viewed those rates as relating to a “guaranty” basis rather
than a “best estimate” basis and thus unduly conservative for an
ongoing plan. The view was also expressed that requiring the use
of the same interest and mortality rates by a wide divergency of
plans was inappropriate. Questions also were raised about
the feasibility of mandatory use of PBGC rates; those questions
primarily related to the timeliness of their availability.
189. Because of (a) inherent differences among plans as to invest
ment policies and participants’ longevity and (b) questions about
the appropriateness of using PBGC rates (that is, the view that
their use implies plan termination), the Board concluded that re
quiring use of assumptions that reflect the plan’s expected experi
ence would result in more appropriate benefit information than
would requiring the use of PBGC interest and mortality rates.
190. The determination of assumed rates of return for most plans
is, to a significant degree, a matter of judgment. Thus, various
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factors should be considered in estimating rates of return to be
used in determining the actuarial present value of accumulated
plan benefits. Among them are (a) rates of return expected from
investments currently held or available in the marketplace, (b) rates
of return expected from the reinvestment of actual returns from
those investments, and (c) the investment policy of the plan, in
cluding the diversity of investments currently held and expected to
be held in the future.
191. Accordingly, accumulated plan benefits will generally not
be discounted solely at rates of return expected on existing in
vestments, and changes in assumed rates of return will probably
not equal the change during the reporting period in either short
term or long-term interest rates.42 However, to the extent that
assumed rates of return are affected by the rates of return expected
from existing investments, this Statement requires that those ex
pected rates be based on the values presented for those investments
in the plan’s financial statements. Further, the assumed rates of
return at which accumulated plan benefits are discounted should
be reconsidered in light of changes in the fair values of invest
ments between one period and another.
192. Some believe that year-to-year changes in reported benefit
information as a result of changes in assumed rates of return should
be avoided to the maximum extent possible. In their view, some
averaging technique should be used to smooth out potential yearto-year changes so that assumed rates of return are changed only
when it is apparent that the long-term trend has changed. The
Board recognizes that long-term rates of return must be considered
in determining appropriate assumed rates of return. However, it
rejects the view that apparent material changes in long-term rates
should be ignored on an annual basis solely to avoid annually ad
justing assumed rates of return. Over a period of years, plan
financial statements may display a trend of assumed rates of re42 A factor to consider in assessing the extent to which short-term and long
term interest rates should impact assumed rates of return is the degree to
which the timing of cash inflows from related existing or potential invest
ments matches the timing of payments of accumulated plan benefits.
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turn. However, the Board believes that an assessment of that trend
should be based on information determined in a neutral manner
rather than on information that is biased so as to produce a pre
sumed trend.
193. Some who object to potential year-to-year changes in as
sumed rates of return are apparently influenced by funding con
siderations. An approach to selecting assumed rates of return
designed to avoid changing the size of annual contributions may
be appropriate for funding purposes. However, the Board does
not believe that such a smoothing approach is appropriate for
purposes of determining the benefit information to be presented
in plan financial statements. As discussed in paragraph 187, de
termining the benefit and net asset information on a consistent
basis is necessary for an appropriate assessment of benefit security.
Therefore, to employ a smoothing approach to determining as
sumed rates of return would require employing a similar approach
(for example, certain actuarial asset valuation methods) to de
termining the values at which investments are presented in plan
financial statements. As discussed in paragraph 111, the Board
rejected such asset valuation methods for purposes of plan finan
cial statements.
194. Certain respondents to the revised Exposure Draft expressed
the view that if it was inappropriate to recognize future salary in
creases in determining the accumulated plan benefits under plans
whose benefit formulas include em ployees’ compensation (for ex
ample, final-pay plans), it was equally inappropriate to discount
those benefits at rates of return that inherently reflect anticipated
future inflation. Those respondents would prefer to recognize
future salary increases (at least the inflation component thereof)
in determining employees’ accumulated plan benefits. However,
as a less preferable alternative, they suggested excluding any in
flation component from the rates of return used to discount
benefits.
195. As acknowledged by its supporters, excluding the inflation
component from the assumed rates of return is essentially an at
tempt to compensate for the exclusion of future salary increases
in determining accumulated plan benefits. For the reasons dis-
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cussed in paragraphs 170-175, the Board rejected considering
future salary increases in determining accumulated plan benefits.
The Board rejected the suggested approach because it attempts to
nullify that decision.
196. In the Board’s view, the appropriate method of determining
accumulated plan benefits and the selection of assumed rates of
return at which to discount those benefits are separate issues. The
purpose of the former is to determine the benefits attributable
under a plan’s benefit formula to the service employees have
rendered. The latter, however, is designed to present the net asset
and benefit information on comparable bases and is independent
of the plan’s benefit formula. That is, the purpose of the discount
ing process is the same regardless of a plan’s benefit formula, for
example, whether it is a final-pay or flat-benefit plan. Given the
purpose of the discounting process, the Board believes the ap
propriate relationship is between the measurement bases for plan
investments and assumed rates of return, not between the method
of determining accumulated plan benefits and assumed rates of
return. Rates of return on plan investments are economic factors
related to the plan’s existing investments and investment policy,
not to its benefit formula. Further, to be consistent, the suggested
approach might make it necessary to attempt to exclude the effects
of future inflation from all factors43 used in determining the actu
arial present value of accumulated plan benefits, and perhaps
also from the values of plan investments. The Board believes that
such potential modifications, if adopted, would result in financial
information that is less useful in achieving the primary objective
of plan financial statements.
197. The suggested approach of discounting benefits at assumed
rates of return that exclude future inflation seems inappropriate
for additional reasons. For example, future salary increases are a
factor only in determining nonvested benefits. Therefore, to
43 Factors that may be directly or indirectly affected by future inflation are
discussed in “Recognition of Inflation in the Calculation of Actuarial Present
Values under Pension Plans,” American Academy of Actuaries, B ylaw s,
G u ide to P rofessional C on du ct, Standards o f Practice, F ebruary 1, 1978

(Chicago: American Academy of Actuaries), pp. 98-103.

207

achieve the result desired by its supporters (that is, to compensate
for the nonrecognition of future salary increases), it would seem
necessary to modify the approach so that it would affect only the
determination of the actuarial present value of nonvested benefits.
Also, the period for which salary increases due to inflation might
be a factor (that is, an em ployee’s service period) is less than the
period for which payment of benefits is deferred. Therefore, with
out certain modifications, the suggested approach would not result
in the same total actuarial present value of accumulated plan bene
fits as that which would result from incorporating future salary
increases into the measurement process. Modifications of the sug
gested approach that might be necessary for it to accomplish its
intended purpose could be impractical to implement as well as
difficult for users of plan financial statements to understand.
Administrative Expenses

198. Because administrative expenses are incurred when making
benefit payments, those expenses should be considered in deter
mining the benefit information. That is commonly done by reduc
ing assumed rates of return by an appropriate factor. The initial
Exposure Draft required use of that method. Certain respondents
expressed the view that assigning anticipated administrative ex
penses to future periods and discounting them to the benefit infor
mation date should also be acceptable. Because the Board is not
aware of any conceptual arguments supporting the preferability of
either method and because the resulting benefit information should
be the same, the Board concluded that both methods are accept
able. However, in similar circumstances, their use results in the dis
closure (pursuant to paragraph 27(b)) of differentiates of return.
The Board therefore concluded that the adjustment of assumed
rates of return should be disclosed if that method is used.
Explicit Approach

199. This Statement requires that each significant assumption
used in determining the benefit information reflect the best estimate
of the plan’s future experience solely with respect to that assump
tion. That method of selecting assumptions is referred to as an
explicit approach . An im plicit ap pro a ch , on the other hand, means
that two or more assumptions do not individually represent the
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best estimate of the plan’s future experience with respect to those
assumptions. Rather, the aggregate effect of their combined use
is presumed to be approximately the same as that of an explicit
approach. The Board believes that an explicit approach results in
more useful information regarding (a) components of the benefit
information, (b) changes in the benefit information, and (c) the
choice of significant assumptions used to determine the benefit
information.
200. The following illustrates the preferability of an explicit ap
proach as it relates to measuring components of the benefit infor
mation (that is, vested benefits of participants currently receiving
payments, other vested benefits, and nonvested benefits). Under
an implicit approach, it might be assumed that the net result of
assuming no withdrawal before vesting and increasing assumed
rates of return by a specified amount would approximate the
same actuarial present value of total accumulated plan benefits
as that which would result from using assumed rates of return
and withdrawal rates determined by an explicit approach. Even
if that were true, increasing assumed rates of return to compensate
for withdrawal before vesting might significantly misstate compo
nents of the benefit information. Withdrawal before vesting
relates only to nonvested benefits. Therefore, discounting vested
benefits at rates of return that have been adjusted to implicitly re
flect that withdrawal understates that component of the benefit
information and correspondingly overstates the nonvested benefit
information.
201. The disadvantage of an implicit approach with respect to
information regarding changes in the benefit information can be
similarly illustrated. Assume that under an implicit approach,
assumed rates of return are decreased to implicitly reflect the
effects of a plan’s provision for an automatic cost-of-living adjust
ment ( C O L A ) . In that situation, the effect of a plan amendment
relating to the automatic COLA, for example, an amendment to
increase the “cap” on the COLA from three percent to four per
cent, might be obscured. If significant, the effect of such an
amendment should, pursuant to the requirements of this State
ment, be disclosed as the effect of a plan amendment. If an im
plicit approach is used, however, assumed rates of return would
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be adjusted to reflect the effect of that amendment and accordingly,
some part or all of the effect might be presented as the effect of a
change in an actuarial assumption rather than as the effect of a
plan amendment (particularly if assumed rates of return are also
changed for other reasons).
202. In addition to the foregoing possible disadvantages, an im
plicit approach might result in less meaningful disclosure of the
significant assumptions used to determine the benefit information.
For example, disclosure of the assumed rates of return resulting
from the implicit approaches described in paragraphs 200 and 201
could mislead users of the financial statements regarding the plan’s
investment return expectations and could result in noncomparable
reporting for two plans with the same investment return expecta
tions. Users might also draw erroneous conclusions about the
relationship between the plan’s actual and assumed rates of return.
Insurance Company Premium Rates

203. Paragraph 21 provides that in selecting certain assumptions,
an acceptable alternative to the requirements in paragraph 20 is
to use those assumptions that are inherent in the estimated cost
at the benefit information date to obtain a contract with an in
surance company to provide participants with their accumulated
plan benefits. Those other assumptions that are necessary but are
not inherent in that estimated cost should be selected pursuant to
the requirements in paragraph 20. For plans below a certain size,
that alternative may be preferable to selection of certain assump
tions (for example, mortality rates) appropriate for the participant
group because the validity of actuarial assumptions is dependent
on the law of large numbers. It has also been suggested that use
of insurance company premium rates might reduce for some plans
the cost of implementing this Statement. Because the alternative
approach results in benefit information that is useful in assessing
benefit security and because it also appears desirable on a prac
tical basis, the Board concluded that it should be allowed.
204. The revised Exposure Draft requested those plans that used
or intended to use the alternative approach to comment about the
difficulty of obtaining information about the significant assump-
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tions inherent in premium rates. The few respondents who com
mented expressed differing views regarding the difficulty of ob
taining that information. It should be noted that paragraph 21
merely establishes an alternative; it does not require any plan to
use that alternative. Because some plans apparently wish to use
the alternative and expect to be able to obtain the necessary in
formation, the insurance company premium rate approach has
been retained.
Date of Required Benefit Information

205. The initial Exposure Draft required that the benefit infor
mation and net asset information be determined as of the same
date. Thus, if the plan’s annual financial statements were as of the
end of the plan year, end-of-year benefit information was required.
A number of respondents expressed the view that determination
of end-of-year benefit information on a timely basis was not prac
tical and would cause increased actuarial fees. They indicated
that most actuarial valuations are performed during the year
using data as of the beginning of the year. Changing that practice
at this time might create significant timing problems in terms of
scheduling the actuaries’ workload and, in some cases, obtaining
necessary end-of-year data.
206. Schedule B of Form 5500, as revised, requires that both
net asset and benefit information be presented as of the beginning
of the plan year. As originally proposed, the revised Schedule B
would have required end-of-year benefit information. In response
to that proposal, the Department received comments similar to
those received by the Board in response to the initial Exposure
Draft.
207. After considering the letters of comment on the initial Ex
posure Draft and certain of those received by the Department on
the Schedule B proposal, the Board concluded that, at present,
the perceived costs of requiring end-of-year benefit information
may exceed the potential benefits of such information. Among
the costs considered was the cost to ERISA plans of financial
reporting requirements that would differ from Schedule B re
quirements. Therefore, this Statement provides for the presenta
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tion of benefit information as of either the beginning or end of
the year. However, the Board continues to believe that present
ing both net asset and benefit information as of the same date is
necessary for a presentation of the financial status of the plan.
Therefore, if the benefit information date is the beginning of the
year, only the net asset and benefit information presented as of
that date may be considered to present the financial status of the
plan. In that situation, the year-end net asset information re
quired by paragraph 6(a) is an incomplete presentation of the
plan’s financial status.
208. The Board considered allowing the benefit information date
to be any date within the year. However, presentation of benefit
information as of an interim date would necessitate presentation
of net asset information, at least the aggregate amount thereof,
as of that interim date if the financial statements were to be useful
in assessing the plan’s ability to pay benefits. The Board believes
that (a) requiring net asset information as of an interim date might
cause certain difficulties (for example, determining contributions
receivable at that date) and could cause plans to incur additional
expense (for example, determining fair values of investments more
often than annually) and (b) use of benefit information dates
other than the beginning or end of the year is not a common
practice. Accordingly, the Board decided not to permit interim
benefit information dates.
209. The revised Exposure Draft encouraged respondents that
used a benefit information date other than the beginning or
end of the year to comment on whether disallowing interim bene
fit information dates would cause substantial problems. Follow
up discussions with most of those respondents who indicated that
such action would cause them substantial problems revealed that
the majority had interpreted the revised Exposure Draft as dis
allowing the roll-back to the beginning of the year of detailed
employee data as of a date within the year. Paragraph 29 in
dicates that that method of approximating beginning-of-year
benefit information is acceptable, provided the results obtained
are substantially the same as those that would be determined
using employee data as of the beginning of the year.
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210. Although the Board decided not to require end-of-year
benefit information, it considers presentation of such information
to be a desirable goal. Plans are encouraged to develop pro
cedures to enable them to use an end-of-year benefit information
date. In that regard, paragraph 29 of this Statement provides, as
did the Exposure Drafts, that detailed service-related data for
individual employees as of a date preceding the end of the year
may be projected to that latter date, provided the results obtained
are substantially the same as those that would be determined
using data as of the end of the year.
211. Because ERISA permits benefit valuations for funding pur
poses to be performed on a triennial rather than annual basis,
certain respondents opposed requiring annual benefit valuations
for financial reporting purposes. This Statement permits detailed
service-related data for individual employees collected at an
earlier date to be projected to the benefit information date. H ow 
ever, based on testimony by certain actuaries at hearings held by
the Department of Labor regarding the proposed revision of
Schedule B of Form 5500 (footnote 41), projecting beginning-ofyear employee data to year-end would be difficult. Therefore, it
is expected that only in unusual circumstances will projecting
the data collected during a triennial valuation to a benefit in
formation date in a subsequent year satisfy the criterion of pro
viding results that are substantially the same as those that would
be obtained using data as of that latter date. An example of such
unusual circumstances might be a small plan with a stable par
ticipant population.
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APPENDIX C
February 6, 1981

No. 81-3

Title:

Multiemployer
Act of 1980

References:

APB Opinion No. 8, Accounting for the Cost
o f Pension Plans, paragraphs 18 and 39
FASB Interpretation No. 3, Accounting for the
Cost

Pension

o f Pension

Plan Amendments

Plans

Subject

to

the

Employee Retirement Income Security A ct o f
1974, paragraph 5
FASB Statement No. 36, Disclosure o f Pen
sion Information

Question

1. What are the accounting implications for employers of the
Multiemployer Pension Plan Amendments Act of 1980 (Act)?
Background

2. The recent Act establishes new funding requirements and
obligations for employers that participate in multiemployer
pension plans. One effect of the new Act is to obligate a par
ticipating employer who withdraws from a multiemployer
plan for a part of the plan’s unfunded vested benefits. The
resulting withdrawal obligation is similar to that created by
the Employee Retirement Income Security Act of 1974
(ERISA) for the sponsor of a single employer plan that is ter
minated. The Act also imposes obligations on participating
employers when a plan terminates.
3. The FASB has on its agenda a project to reconsider account
ing by employers for pensions. That project will consider the
effects of the Act. In the interim, this Bulletin responds to
questions concerning the accounting implications of the Act
under existing authoritative pronouncements.
215

Response

4. Statement 36 addresses disclosures of pension information
and continues to be applicable to employers participating in
plans covered by the Act. The Act establishes new funding
requirements and obligations for employers that participate in
multiemployer pension plans subject to the Act. Paragraph
7(d) of Statement 36 requires disclosure of the nature and
effect of such changes in circumstances.
5. For defined benefit plans, paragraph 18 of Opinion 8 pro
vides that if a company has a legal obligation for pension cost
in excess of amounts paid or accrued, the excess should be
shown in the balance sheet as both a liability and a deferred
charge. Interpretation 3 was issued by the FASB in response
to ERISA. Paragraph 5 of that Interpretation indicates that
the Board concluded that ERISA did not create a legal obliga
tion for unfunded pension costs that warrants accounting
recognition as a liability pursuant to paragraph 18 of Opinion
8, except in two specified situations. The Act is an amendment
of ERISA. T herefore, em ployers p artic ip a tin g in
multiemployer plans deemed to be defined benefit plans sub
ject to the Act should look to Interpretation 3 for guidance.
6. Paragraph 39 of Opinion 8 indicates that plans that have
both defined contributions and defined benefits require care
ful analysis. When the substance of the plan is to provide
defined benefits, the annual pension cost should be determined
in accordance with the conclusions of Opinion 8 applicable to
defined benefit plans. Employers should consider the impact of
the Act on the analysis specified in that paragraph.
The Financial Accounting Standards Board has authorized its staff to
issue FASB Technical Bulletins to provide guidance on certain finan
cial accounting and reporting problems on a timely basis. Although
Board members are provided with copies of proposed Bulletins prior
to issuance, the Board does not approve them. Copyright © 1 9 8 1 by
the Financial Accounting Standards Board.
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APPENDIX D
OPINIONS OF THE ACCOUNTING PRINCIPLES BOARD 8
ACCOUNTING FOR THE COST OF PENSION PLANS
INTRODUCTION

1. Pension plans have developed in an environment characterized by a complex array of social
concepts and pressures, legal considerations, actuarial techniques, income tax laws and regula
tions, business philosophies, and accounting concepts and practices. Each plan reflects the in
teraction of the environment with the interests of the persons concerned with its design, interpre
tation and operation. From these factors have resulted widely divergent practices in accounting
for the cost of pension plans.
2. An increased significance of pension cost in relation to the financial position and results of
operations of many businesses has been brought about by the substantial growth of private
pension plans, both in numbers of employees covered and in amounts of retirement benefits. The
assets accumulated and the future benefits to employees under these plans have reached such
magnitude that changes in actuarial assumptions concerning pension fund earnings, employee
mortality and turnover, retirement age, etc., and the treatment of differences between such
assumptions and actual experience, can have important effects on the pension cost recognized for
accounting purposes from year to year.
3. In Accounting Research Bulletin No. 47, Accounting for Costs of Pension Plans, the
committee on accounting procedure stated its preferences that “costs based on current and future
services should be systematically accrued during the expected period of active service of the
covered employees” and that “costs based on past services should be charged off over some
reasonable period, provided the allocation is made on a systematic and rational basis and does not
cause distortion of the operating results in any one year.” In recognition of the divergent views
then existing, however, the committee also said “as a minimum, the accounts and financial state
ments should reflect accruals which equal the present worth, actuarially calculated, of pension
commitments to employees to the extent that pension rights have vested in the employees,
reduced in the case of the balance sheet, by any accumulated trusteed funds or annuity contracts
purchased.” The committee did not explain what was meant by the term “vested” and did not
make any recommendations concerning appropriate actuarial cost methods or recognition of actu
arial gains and losses.
4. Despite the issuance of Accounting Research Bulletin No. 47, accounting for the cost of
pension plans has varied widely among companies and has sometimes resulted in wide year-toyear fluctuations in the provisions for pension cost of a single company. Generally, companies have
provided pension cost equivalent to the amounts paid to a pension fund or used to purchase
annuities. In many cases such payments have included amortization of past service cost (and prior
service cost arising on amendment of a plan) over periods ranging from about ten to forty years; in
other cases the payments have not included amortization but have included an amount equivalent
to interest (see definition of interest in the Glossary, Appendix B) on unfunded prior service cost.
In some cases payments from year to year have varied with fluctuations in company earnings or
with the availability of funds. In other cases payments have been affected by the Federal income
tax rates in effect at a particular time. The recognition of actuarial gains and losses in the year of
their determination, or intermittently, has also caused year-to-year variations in such payments.
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5. Because of the increasing importance of pensions and the variations in accounting for
them, the Accounting Principles Board authorized Accounting Research Study No. 8, Accounting
for the Cost of Pension Plans (referred to hereinafter as the “Research Study”). The Research
Study was published in May 1965 by the American Institute of Certified Public Accountants and
has been widely distributed. The Board has carefully exam ined the recom m endations of the
Research Study and considered many com m ents and articles about it. The Board’s conclusions
agree in m ost respects with, but differ in some from, those in the Research Study.
6. The Board has concluded that this Opinion is needed to clarify the accounting principles
and to narrow the practices applicable to accounting for the cost of pension plans. This Opinion
supersedes Accounting Research Bulletin No. 43, Chapter 13, Section A, Compensation: Pension
Plans-Annuity Costs Based on Past Service and Accounting Research Bulletin No. 47, Account

ing for Costs of Pension Plans.

7. The computation of pension cost for accounting purposes requires the use of actuarial
techniques and judgm ent. Generally pension cost should be determ ined from a study by an
actuary, giving effect to the conclusions set forth in this Opinion. It should be noted that the
actuarial cost m ethods and their application for accounting purposes may differ from those used
for funding purposes. A discussion of actuarial valuations, assum ptions and cost m ethods is
included in Appendix A. The term inology used in this Opinion to describe pension cost and
actuarial cost m ethods is consistent with that generally used by actuaries and others concerned
with pension plans. A Glossary of such term inology is included in Appendix B.
PENSION PLANS COVERED BY THIS OPINION

8. For the purposes of this Opinion, a pension plan is an arrangem ent w hereby a company
undertakes to provide its retired em ployees w ith benefits that can be determ ined or estim ated in
advance from the provisions of a document or docum ents or from the company’s practices. Ordi
narily, such benefits are monthly pension paym ents but, in many instances, they include death
and disability paym ents. H ow ever, death and disability paym ents under a separate arrangem ent
are not considered in this Opinion. The Opinion applies both to written plans and to plans whose
existence may be implied from a well-defined, although perhaps unwritten, company policy. A
company’s practice of paying retirem ent benefits to selected em ployees in amounts determ ined on
a case-by-case basis at or after retirem ent does not constitute a pension plan under this Opinion.
The Opinion applies to pension cost incurred outside the United States under plans that are
reasonably similar to those contem plated by this Opinion, when included in financial statem ents
intended to conform with generally accepted accounting principles in the United States. The
Opinion applies to unfunded plans as well as to insured plans and trust fund plans. It applies to
defined-contribution plans as well as to defined-benefit plans. It applies also to deferred compen
sation contracts with individual em ployees if such contracts, taken together, are equivalent to a
pension plan. It does not apply to deferred profit-sharing plans except to the extent that such a
plan is, or is part of, an arrangem ent that is in substance a pension plan.
BASIC ACCOUNTING METHOD

Discussion
9. This Opinion is concerned w ith the determ ination of the amount of pension cost for ac
counting purposes. In considering the discussions and conclusions in this Opinion, it is im portant
to keep in mind that the annual pension cost to be charged to expense (“the provision for pension
cost”) is not necessarily the same as the amount to be funded for the year. The determ ination of
the amount to be funded is a financial m atter not within the purview of this Opinion.
10. The pension obligations assum ed by som e companies are different from those assum ed by
other companies. In som e plans the company assum es direct responsibility for the paym ent of
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benefits described in the plan. In these cases, if the pension fund is inadequate to pay the benefits
to which employees are entitled, the company is liable for the deficiency. In contrast, the terms of
most funded plans limit the company’s legal obligation for the payment of benefits to the amounts
in the pension fund. In these cases, if the pension fund is inadequate to pay the benefits to which
employees are otherwise entitled, such benefits are reduced in a manner stated in the plan and the
company has no further legal obligation.
11. There is broad agreement that pension cost, including related administrative expense,
should be accounted for on the accrual basis. There is not general agreement, however, about the
nature of pension cost. Some view pensions solely as a form of supplemental benefit to employees
in service at a particular time. Others see a broader purpose in pensions; they consider pensions to
be in large part (a) a means of promoting efficiency by providing for the systematic retirement of
older employees or (b) the fulfillment of a social obligation expected of business enterprises, the
cost of which, as a practical matter, constitutes a business expense that must be incurred. Those
who hold this second viewpoint associate pension cost, to a large extent, with the plan itself rather
than with specific employees. In addition, the long-range nature of pensions causes significant
uncertainties about the total amount of pension benefits ultimately to be paid and the amount of
cost to be recognized. These differences in viewpoint concerning the nature of pension cost, the
uncertainties regarding the amount of the estimates, and the use of many actuarial approaches,
compound the difficulty in reaching agreement on the total amount of pension cost over a long
period of years and on the time to recognize any particular portion applicable to an employee or
group of employees. It is only natural, therefore, that different views exist concerning the prefer
able way to recognize pension cost. The major views are described in the following four para
graphs.
12. One view is that periodic pension cost should be provided on an actuarial basis that takes
into account all estimated prospective benefit payments under a plan with respect to the existing
employee group, whether such payments relate to employee service rendered before or after the
plan’s adoption or amendment, and that no portion of the provision for such payments should be
indefinitely deferred or treated as though, in fact, it did not exist. Those holding this view believe
that the recurring omission of a portion of the provision, because of the time lag between making
the provision and the subsequent benefit payments under a plan, is a failure to give accrual
accounting recognition to the cost applicable to the benefits accrued over the service lives of all
employees. Among those holding this view there is general agreement that cost relating to service
following the adoption or amendment of a plan should be recognized ratably over the remaining
service lives of employees. There is some difference of opinion, however, concerning the period of
time to use in allocating that portion of the cost which the computations under some actuarial
methods assign to employee service rendered before a plan’s adoption or amendment. As to this
cost, (a) those viewing pensions as relating solely to the existing employee group believe that it
should be accounted for over the remaining service lives of those in the employ of the company at
the time of the plan’s adoption or amendment, whereas (b) some of those holding the broader view
of pensions, referred to in Paragraph 11, believe that this cost is associated to a large extent with
the plan itself and hence that the period of providing for it need not be limited to the remaining
service lives of a particular group of employees but may be extended somewhat beyond that
period. However, this difference of opinion relates only to the period of time over which such cost
should be provided.
13. An opposing view stresses that pension cost is related to the pension benefits to be paid
to the continuing employee group as a whole. Those holding this view emphasize that, in the
application of accrual accounting, charges against income must be based on actual transactions and
events—past, present or reasonably anticipated. They stress the long-range nature of pensions,
referred to in Paragraph 11, and emphasize the uncertainties concerning the total cost of future
benefits. They point out that, in the great majority of cases, provision for normal cost plus an
amount equivalent to interest on unfunded prior service cost will be adequate to meet, on a
continuing basis, all benefit payments under a plan. Those holding this view believe that following
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the view expressed in Paragraph 12 can result, over a period of years, in charging income with,
and recording a balance-sheet accrual for, am ounts that will not be paid as benefits. They see no
reason therefore to urge em ployers to provide more than normal cost plus an amount equivalent to
interest on unfunded prior service cost in these circum stances, because additional amounts never
expected to be paid by a going concern are not corporate costs, and thus are not appropriate
charges against income. They acknowledge, how ever, that corporations can and do make pay
m ents to pension funds for past and prior service cost, with the result that reductions will be
effected in future charges for the equivalent of interest on unfunded am ounts, but they consider
this to be solely a m atter of financial m anagem ent rather than a practice dictated by accounting
considerations.
14. In many pension plans, cost recorded on the basis described in Paragraph 13 will accumu
late an amount (w hether funded or not) at least equal to the actuarially com puted value of vested
benefits (see definition of v e ste d ben efits in the Glossary, Appendix B). H ow ever, this result might
not be achieved in som e cases (for exam ple, if the average age of the em ployee group is high in
relation to that of expected future em ployee groups, or if benefits vest at a relatively early age).
Some hold the view that when periodic provisions are based on normal cost plus an amount
equivalent to interest such periodic provisions should be increased if they will not, within a
reasonable period of tim e, accumulate an amount (w hether funded or not) at least equal to the
actuarially computed value of vested benefits. Others would require the increases in provisions
only if the company has a legal obligation for the paym ent of such benefits.
15. A nother view is that, if the company has no responsibility for paying benefits beyond the
amounts in the pension fund, pension cost is discretionary and should be provided for a particular
accounting period only when the company has made or has indicated its intent to m ake a contribu
tion to the pension fund for the period. Others believe that pension cost is discretionary even if the
company has a direct responsibility for the paym ent of benefits described in the plan.

Opinion
16. The Board recognizes that a company may limit its legal obligation by specifying that
pensions shall be payable only to the extent o f the assets in the pension fund. E xperience shows,
however, that with rare exceptions pension plans continue indefinitely and that term ination and
other lim itations of the liability of the company are not invoked while the company continues in
business. C onsequently, the Board believes that, in the absence of convincing evidence that the
company will reduce or discontinue the benefits called for in a pension plan, the cost of the plan
should be accounted for on the assum ption that the company will continue to provide such ben
efits. This assum ption im plies a long-term undertaking, the cost of which should be recognized
annually w hether or not funded. Therefore, accounting for pension cost should not be discre
tionary.
17. All m em bers of the Board believe that the entire cost o f benefit paym ents ultim ately to
be made should be charged against income subsequent to the adoption or am endm ent of a plan and
that no portion of such cost should be charged directly against retained earnings. D ifferences of
opinion exist concerning the m easure of the cost of such ultim ate paym ents. The Board believes
that the approach stated in Paragraph 12 is preferable for m easuring the cost of benefit paym ents
ultim ately to be made. H ow ever, som e m em bers of the Board believe that the approach stated in
Paragraph 13, in some cases w ith the m odifications described in Paragraph 14, is more appro
priate for such m easurem ent. The Board has concluded, in the light o f such differences in view s
and of the fact that accounting for pension cost is in a transitional stage, that the range of practices
would be significantly narrowed if pension cost w ere accounted for at the present tim e within
lim its based on Paragraphs 12, 13 and 14. Accordingly, the Board believes that the annual
provision for pension cost should be based on an accounting m ethod that uses an acceptable
actuarial cost method (as defined in Paragraphs 23 and 24) and results in a provision betw een the
minimum and maximum stated below. The accounting m ethod and the actuarial cost method
should be consistently applied from year to year.
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a. M in im u m . The annual provision for pension cost should not be less than the total of (1)
normal cost, (2) an amount equivalent to interest on any unfunded prior service cost and (3) if
indicated in the following sentence, a provision for vested benefits. A provision for vested benefits
should be made if there is an excess of the actuarially computed value of vested benefits (see
definition of v e ste d ben efits in the Glossary, Appendix B)1 over the total of (1) the pension fund and
(2) any balance-sheet pension accruals, less (3) any balance-sheet pension prepaym ents or de
ferred charges, at the end of the year, and such excess is not at least 5 per cent less than the
comparable excess at the beginning of the year. The provision for vested benefits should be the
lesser of (A) the amount, if any, by which 5 per cent of such excess at the beginning of the year is
more than the amount of the reduction, if any, in such excess during the year or (B) the amount
necessary to make the aggregate annual provision for pension cost equal to the total of (1) normal
cost, (2) an amount equivalent to amortization, on a 40-year basis, of the past service cost (unless
fully amortized), (3) amounts equivalent to amortization, on a 40-year basis, o f the am ounts of any
increases or decreases in prior service cost arising on am endm ents of the plan (unless fully
amortized) and (4) interest equivalents under Paragraph 42 or 43 on the difference betw een
provisions and amounts funded.2
b. M a x im u m . The annual provision for pension cost should not be greater than the total of
(1) normal cost, (2) 10 per cent of the past service cost (until fully amortized), (3) 10 per cent of the
am ounts of any increases or decreases in prior service cost arising on am endm ents of the plan
(until fully amortized) and (4) interest equivalents under Paragraph 42 or 43 on the difference
betw een provisions and amounts funded. The 10 per cent limitation is considered necessary to
prevent unreasonably large charges against income during a short period of years.
18.
The difference betw een the amount which has been charged against income and the
amount which has been paid should be shown in the balance sheet as accrued or prepaid pension
cost. If the company has a legal obligation for pension cost in excess of amounts paid or accrued,
the excess should be shown in the balance sheet as both a liability and a deferred charge. E xcept
to the extent indicated in the preceding sentences of this paragraph, unfunded prior service cost is
not a liability which should be shown in the balance sheet.
ACTUARIAL COST METHODS

Discussion
19. A num ber of actuarial cost m ethods have been developed to determ ine pension cost.
These m ethods are designed primarily as funding techniques, but many of them are also useful in
determ ining pension cost for accounting purposes. Pension cost can vary significantly, depending
on the actuarial cost method selected; furtherm ore, there are many variations in the application of
the m ethods, in the necessary actuarial assum ptions concerning em ployee turnover, m ortality,
com pensation levels, pension fund earnings, etc., and in the treatm ent of actuarial gains and
losses.
20. The principal actuarial cost m ethods currently in use are described in Appendix A. These
m ethods include an accrued benefit cost method and several projected benefit cost m ethods.
a.
U nder the accrued benefit cost m ethod (unit credit m ethod), the amount assigned to the
current year usually represents the present value of the increase in present em ployees’ retire
m ent benefits resulting from that year’s service. For an individual em ployee, this method results
in an increasing cost from year to year because both the present value of the annual increm ent in
benefits and the probability of reaching retirem ent increase as the period to retirem ent shortens;
1The actuarially computed value of vested benefits would ordinarily be based on the actuarial valuation used for the
year even though such valuation would usually be as of a date other than the balance sheet date.
2For purposes of this sentence, amortization should be computed as a level annual amount, including the equivalent of
interest.
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also, in som e plans, the retirem ent benefits are related to salary levels, which usually increase
during the years. H ow ever, the aggregate cost for a total work force of constant size tends to
increase only if the average age or average com pensation of the entire work force increases.
b.
U nder the projected benefit cost m ethods (entry age normal, individual level premium,
aggregate and attained age normal m ethods), the amount assigned to the current year usually
represents the level amount (or an amount based on a computed level percentage of compensation)
that will provide for the estim ated projected retirem ent benefits over the service lives of either
the individual em ployees or the em ployee group, depending on the method selected. Cost com
puted under the projected benefit cost m ethods tends to be stable or to decline year by year,
depending on the method selected. Cost computed under the entry age normal method is usually
more stable than cost computed under any other method.
21. Som e actuarial cost m ethods (individual level premium and aggregate methods) assign to
subsequent years the cost arising at the adoption or amendment of a plan. Other m ethods (unit
credit, entry age normal and attained age normal methods) assign a portion of the cost to years
prior to the adoption or am endm ent of a plan, and assign the remainder to subsequent years. The
portion of cost assigned to each subsequent year is called n o rm a l c o st. A t the adoption of a plan,
the portion of cost assigned to prior years is called p a s t service c o st. At any later valuation date,
the portion of cost assigned to prior years (which includes any rem aining past service cost) is
called p r io r service co st. The amount assigned as past or prior service cost and the amount
assigned as normal cost vary depending on the actuarial cost method. The actuarial assignm ent of
cost betw een past or prior service cost and normal cost is not indicative of the periods in which
such cost should be recognized for accounting purposes.
22. In some cases, past service cost (and prior service cost arising on am endm ent of a plan) is
funded in total; in others it is funded in part; in still others it is not funded at all. In practice, the
funding of such cost is influenced by the Federal income tax laws and related regulations, which
generally limit the annual deduction for such cost to 10 per cent of the initial amount. There is no
tax requirem ent that such cost be funded, but there are requirem ents that effectively prohibit the
unfunded cost from exceeding the total of past service cost and prior service cost arising on
amendm ent of the plan. The practical effect of the tax requirem ents is that on a cum ulative basis
normal cost plus an amount equivalent to the interest on any unfunded prior service cost m ust be
funded. Funding of additional amounts is therefore discretionary for income tax purposes. How
ever, neither funding nor the income tax laws and related regulations are controlling for account
ing purposes.

Opinion
23. To be acceptable for determ ining cost for accounting purposes, an actuarial cost method
should be rational and system atic and should be consistently applied so that it results in a reason
able m easure o f pension cost from year to year. Therefore, in applying an actuarial cost method
that separately assigns a portion of cost as past or prior service cost, any amortization of such
portion should be based on a rational and system atic plan and generally should result in reason
ably stable annual amounts. The equivalent of interest on the unfunded portion may be stated
separately or it may be included in the amortization; how ever, the total amount charged against
income in any one year should not exceed the maximum amount described in Paragraph 17.
24. Each of the actuarial cost m ethods described in Appendix A, except term inal funding, is
considered acceptable when the actuarial assum ptions are reasonable and when the m ethod is
applied in conform ity w ith the other conclusions of this Opinion. The term inal funding method is
not acceptable because it does not recognize pension cost prior to retirem ent of em ployees. For
the same reason, the pay-as-you-go m ethod (which is not an actuarial cost method) is not accepta
ble. The acceptability o f m ethods not discussed herein should be determ ined from the guidelines in
this and the preceding paragraph.
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ACTUARIAL GAINS AND LOSSES

Discussion
25. Actuarial assum ptions necessarily are based on estim ates of future events. Actual events
seldom coincide with events estim ated; also, as conditions change, the assum ptions concerning the
future may become invalid. A djustm ents may be needed annually therefore to reflect actual
experience, and from tim e to time to revise the actuarial assum ptions to be used in the future.
These adjustm ents constitute actuarial gains and losses. They may be regularly recurring (for
exam ple, minor deviations betw een experience and actuarial assum ptions) or they may be unusual
or recurring at irregular intervals (for exam ple, substantial investm ent gains or losses, changes in
the actuarial assum ptions, plant closings, etc.).
26. In dealing with actuarial gains and losses, the primary question concerns the tim ing of
their recognition in providing for pension cost. In practice, three m ethods are in use; immediaterecognition, spreading, and averaging. U nder the im m ediate-recognition method (not ordinarily
used at present for net losses), net gains are applied to reduce pension cost in the year of
occurrence or the following year. Under the spreading method, net gains or losses are applied to
current and future cost, either through the normal cost or through the past service cost (or prior
service cost on amendment). U nder the averaging method, an average of annual net gains and
losses, developed from those that occurred in the past with consideration of those expected to
occur in the future, is applied to the normal cost.
27. The use of the im m ediate-recognition method som etim es results in substantial reductions
in, or the com plete elimination of, pension cost for one or more years. For Federal income tax
purposes, when the unit credit actuarial cost method is used, and in certain other instances,
actuarial gains reduce the maximum pension-cost deduction for the year of occurrence or the
following year.
28. Unrealized appreciation and depreciation in the value of investm ents in a pension fund
are forms of actuarial gains and losses. D espite short-term market fluctuations, the overall rise in
the value of equity investm ents in recent years has resulted in the investm ents of pension funds
generally showing net appreciation. Although appreciation is not generally recognized at present
in providing for pension cost, it is som etim es recognized through the interest assumption or by
introducing an assum ed annual rate of appreciation as a separate actuarial assumption. In other
cases, appreciation is com bined w ith other actuarial gains and losses and applied on the
im m ediate-recognition, spreading or averaging method.
29. The amount of any unrealized appreciation to be recognized should also be considered.
Some actuarial valuations recognize the full m arket value. Others recognize only a portion (such as
75 per cent) of the market value or use a m oving average (such as a five-year average) to minimize
the effects of short-term market fluctuations. A nother m ethod used to minimize such fluctuations
is to recognize appreciation annually based on an expected long-range growth rate (such as 3 per
cent) applied to the cost (adjusted for appreciation previously so recognized) of common stocks;
when this m ethod is used, the total o f cost and recognized appreciation usually is not perm itted to
exceed a specified percentage (such as 75 per cent) of the m arket value. Unrealized depreciation is
recognized in full or on a basis similar to that used for unrealized appreciation.
Opinion

30. The Board believes that actuarial gains and losses, including realized investm ent gains
and losses, should be given effect in the provision for pension cost in a consistent manner that
reflects the long-range nature of pension cost. Accordingly, except as otherw ise indicated in
Paragraphs 31 and 33, actuarial gains and losses should be spread over the current year and future
years or recognized on the basis of an average as described in Paragraph 26. If this is not
accom plished through the routine application of the m ethod (for exam ple, the unit credit
m ethod— see Paragraph 27), the spreading or averaging should be accomplished by separate
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adjustm ents of the normal cost resulting from the routine application of the method. W here
spreading is accomplished by separate adjustm ents, the Board considers a period of from 10 to 20
years to be reasonable. A lternatively, an effect similar to spreading or averaging m ay be obtained
by applying net actuarial gains as a reduction of prior service cost in a manner that reduces the
annual amount equivalent to interest on, or the annual amount of amortization of, such prior
service cost, and does not reduce the period of amortization.
31. Actuarial gains and losses should be recognized im m ediately if they arise from a single
occurrence not directly related to the operations of the pension plan and not in the ordinary course
of the em ployer’s business. An exam ple of such occurrences is a plant closing, in which case the
actuarial gain or loss should be treated as an adjustm ent of the net gain or loss from that
occurrence and not as an adjustm ent of pension cost for the year. A nother exam ple of such
occurrences is a m erger or acquisition accounted for as a purchase, in which case the actuarial gain
or loss should be treated as an adjustm ent of the purchase price. H ow ever, if the transaction is
accounted for as a pooling of interests, the actuarial gain or loss should generally be treated as
described in Paragraph 30.
32. The Board believes unrealized appreciation and depreciation should be recognized in the
determ ination of the provision for pension cost on a rational and system atic basis that avoids
giving undue w eight to short-term market fluctuations (as by using a method similar to those
referred to in Paragraph 29). Such recognition should be given either in the actuarial assum ptions
or as described in Paragraph 30 for other actuarial gains and losses. Ordinarily appreciation and
depreciation need not be recognized for debt securities expected to be held to m aturity and
redeem ed at face value.
33. U nder variable annuity and similar plans the retirem ent benefits vary with changes in
the value of a specified portfolio of equity investm ents. In these cases, investm ent gains or losses,
w hether realized or unrealized, should be recognized in com puting pension cost only to the extent
that they will not be applied in determ ing retirem ent benefits.
EMPLOYEES INCLUDED IN COST CALCULATIONS

Discussion
34. U nder some plans em ployees become eligible for coverage when they are employed;
other plans have requirem ents of age or length of service or both. Some plans state only the
conditions an em ployee m ust m eet to receive benefits but do not otherw ise deal with coverage.
Ordinarily actuarial valuations exclude em ployees likely to leave the company within a short tim e
after em ploym ent. This sim plifies the actuarial calculations. Accordingly, actuarial calculations
ordinarily exclude exployees on the basis of eligibility requirem ents and, in som e cases, exclude
covered em ployees during the early years of service.
35. If provisions are not made for em ployees from the date of em ploym ent, pension cost may
be understated. On the other hand, the effect of including all em ployees would be partially offset
by an increase in the turnover assumption; therefore, the inclusion of em ployees during early
years of service may expand the volume of the calcualtions without significantly changing the
provisions for pension cost.

Opinion
36. The Board believes that all em ployees who may reasonably be expected to receive ben
efits under a pension plan should be included in the cost calculations, giving appropriate recogni
tion to anticipated turnover. As a practical m atter, how ever, when the effect of exclusion is not
material it is appropriate to omit certain em ployees from the calculations.
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COMPANIES WITH MORE THAN ONE PLAN

Opinion
37.
A company that has more than one pension plan need not use the sam e actuarial cost
method for each one; how ever, the accounting for each plan should conform to this Opinion. If a
company has two or more plans covering substantial portions of the same em ployee classes and if
the assets in any of the plans ultim ately can be used in paying present or future benefits of another
plan or plans, such plans may be treated as one plan for purposes of determ ining pension cost.
DEFINED-CONTRIBUTION PLANS

O pinion
38. Some defined-contribution plans state that contributions will be made in accordance with
a specified formula and that benefit paym ents will be based on the amounts accumulated from such
contributions. For such a plan the contribution applicable to a particular year should be the
pension cost for that year.
39. Som e defined-contribution plans have defined benefits. In these circum stances, the plan
requires careful analysis. W hen the substance of the plan is to provide the defined benefits, the
annual pension cost should be determ ined in accordance with the conclusions of this Opinion
applicable to defined-benefit plans.
INSURED PLANS

O pinion
40. Insured plans are forms of funding arrangem ents and their use should not affect the
accounting principles applicable to the determ ination of pension cost. Cost under individual policy
plans is ordinarily determ ined by the individual level premium method, and cost under group
deferred annuity contracts is ordinarily determ ined by the unit credit method. Cost under deposit
administration contracts, which operate similarly to trust-fund plans, m ay be determ ined on any
of several m ethods. Some elem ents of pension cost, such as the application of actuarial gains
(dividends, termination credits, etc.), may at tim es cause differences betw een the am ounts being
paid to the insurance company and the cost being recognized for accounting purposes. The Board
believes that pension cost under insured plans should be determ ined in conform ity w ith the
conclusions of this Opinion.
41. Individual annuity or life insurance policies and group deferred annuity contracts are
often used for plans covering small em ployee groups. Em ployers using one o f these forms of
funding exclusively do not ordinarily have ready access to actuarial advice in determ ining pension
cost. Three factors to be considered in deciding w hether the amount of net prem ium s paid is the
appropriate charge to expense are dividends, termination credits and pension cost for em ployees
not y et covered under the plan. Usually, the procedures adopted by insurance com panies in
arriving at the amount of dividends m eet the requirem ents of Paragraph 30; consequently, in the
absence of wide year-to-year fluctuations such dividends should be recognized in the year cred
ited. Termination credits should be spread or averaged in accordance w ith Paragraph 30. U nless
the period from date of em ploym ent to date of coverage under the plan is so long as to have a
material effect on pension cost, no provision need be made for em ployees expected to becom e
covered under the plan. If such a provision is made, it need not necessarily be based on the
application of an actuarial cost method.
225

EFFECT OF FUNDING

Opinion
42. This Opinion is w ritten primarily in term s of pension plans that are funded. The account
ing described applies also to plans that are unfunded. In unfunded plans, pension cost should be
determ ined under an acceptable actuarial cost m ethod in the sam e m anner as for funded plans;
however, because there is no fund to earn the assum ed rate of interest, the pension-cost provision
for the current year should be increased by an amount equivalent to the interest that would have
been earned in the current year if the prior-year provisions had been funded.
43. For funded plans, the amount of the pension cost determ ined under this Opinion may
vary from the amount funded. W hen this occurs, the pension-cost provision for the year should be
increased by an amount equivalent to interest on the prior-year provisions not funded or be
decreased by an amount equivalent to interest on prior-year funding in excess of provisions.
44. A pension plan may become overfunded (that is, have fund assets in excess of all prior
service cost assigned under the actuarial method in use for accounting purposes) as a result of
contributions or as a result of actuarial gains. In determ ining provisions for pension cost, the
effects of such overfunding are appropriately recognized in the current and future years through
the operation of Paragraph 30 or 43. As to a plan that is overfunded on the effective date of this
Opinion see Paragraph 48.
INCOME TAXES

Opinion
45.
W hen pension cost is recognized for tax purposes in a period other than the one in which
recognized for financial reporting, appropriate consideration should be given to allocation of
income taxes among accounting periods.
DISCLOSURE

Opinion
46.
The Board believes that pension plans are of sufficient importance to an understanding of
financial position and results of operations that the following disclosures should be made in
financial statem ents or their notes:
1. A statem ent that such plans exist, identifying or describing the em ployee groups cov
ered.
2. A statem ent of the company’s accounting and funding policies.
3. The provision for pension cost for the period.
4. The excess, if any, of the actuarially computed value of vested benefits over the total o f
the pension fund and any balance-sheet pension accruals, less any pension prepaym ents
or deferred charges.
5. N ature and effect of significant m atters affecting comparability for all periods pre
sented, such as changes in accounting m ethods (actuarial cost method, am ortization of
past and prior service cost, treatm ent of actuarial gains and losses, etc.), changes in
curcum stances (actuarial assum ptions, etc.), or adoption or am endm ent of a plan.
An exam ple o f what the Board considers to be appropriate disclosure is as follows:
The company and its subsidiaries have several pension plans covering substantially all
of their em ployees, including certain em ployees in foreign countries. The total pension
expense for the year w as $.................................................. which includes, as to certain of the
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plans, amortization of prior service cost over periods ranging from 25 to 40 years. The
company’s policy is to fund pension cost accrued. The actuarially computed value of
vested benefits for all plans as of D ecem ber 31, 19 . . . ., exceeded the total of the
pension fund and balance-sheet accruals less pension prepaym ents and deferred
charges by approxim ately $ .................................................. A change during the year in the
actuarial cost method used in com puting pension cost had the effect of reducing net
income for the year by approxim ately $ ............................................
CHANGES IN ACCOUNTING METHOD

Opinion
47.
On occasion a company may change its method of accounting for pension cost from one
acceptable method under this Opinion to another. Such a change might be a change in the actuarial
cost method, in the amortization of past and prior service cost, in the treatm ent of actuarial gains
and losses, or in other factors. W hen such a change is made subsequent to the effective date of this
Opinion, a question arises about the accounting for the difference betw een the cost actually
provided under the old method and the cost that would have been provided under the new
method. The Board believes that pension cost provided under an acceptable m ethod of accounting
in prior periods should not be changed subsequently. Therefore, the effect on prior-year cost of a
change in accounting m ethod should be applied prospectively to the cost of the current year and
future years, in a manner consistent with the conclusions of this Opinion, and not retroactively as
an adjustm ent of retained earnings or otherw ise. The change and its effect should be disclosed as
indicated in Paragraph 46.
TRANSITION TO RECOMMENDED PRACTICES

Opinion
48. For purposes of this Opinion, any unamortized prior service cost (computed under the
actuarial cost method to be used for accounting purposes in the future) on the effective date of this
Opinion may be treated as though it arose from an amendment of the plan on that date rather than
on the actual dates of adoption or amendment of the plan. If the pension plan is overfunded (see
Paragraph 44) on the effective date of this Opinion, the amount by which it is overfunded (com
puted under the actuarial cost method to be used for accounting purposes in the future) should be
treated as an actuarial gain realized on that date and should be accounted for as described in
Paragraph 30.
49. The effect of any changes in accounting m ethods made as a result of the issuance of this
Opinion should be applied prospectively to the cost of the current year and future years in a
manner consistent with the conclusions of this Opinion, and not retroactively by an adjustm ent of
retained earnings or otherw ise. The change and its effect should be disclosed as indicated in
Paragraph 46.
EFFECTIVE DATE

50.
This Opinion shall be effective for fiscal periods beginning after Decem ber 31, 1966.
H ow ever, where feasible the Board urges earlier compliance with this Opinion.
T he O p in io n e n title d “A c c o u n tin g f o r the C o st o f P e n sio n P la n s ” w a s a d o p te d
u n a n im o u sly by the tw e n ty m e m b e rs o f the B o a rd .
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NOTES*

O p in io n s o f the A c co u n tin g P r in c ip le s B o a rd p re se n t the c o n c lu sio n s o f a t le a st tw o -th ird s o f
the m e m b e rs o f the B o a rd .
B o a rd O p in io n s n eed n o t be a p p lie d to im m a te r ia l ite m s.
C o verin g a ll p o ssib le c o n d itio n s a n d c irc u m sta n c e s in a n O p in io n o f the A c c o u n tin g P r in c i
p le s B o a rd is u s u a lly im p ra c tic a b le . The su b sta n ce o f tra n sa c tio n s a n d the p r in c ip le s , g u id e s,
ru le s, a n d c rite ria d escrib ed in O p in io n s sh o u ld co n tro l the a cco u n tin g f o r tra n sa c tio n s n o t
e x p r e s sly covered.
U n le ss o th erw ise sta te d , O p in io n s o f the B o a rd a re n o t in te n d e d to be retro a c tiv e .

Rule 203 of the Institute’s Rules of Conduct prohibits a member from expressing his opinion
that financial statements are presented in conformity with generally accepted accounting princi
ples if the statements depart in a material respect from such principles unless he can demonstrate
that due to unusual circumstances application of the principles would result in misleading
statements—in which case his report must describe the departure, its approximate effects, if
practicable, and the reasons why compliance with the established principles would result in
misleading statements.

P u r s u a n t to re so lu tio n o f C o u n cil, th is O p in io n o f the A P B esta b lish e s, u n til su ch tim e a s
th ey a re e x p r e s sly su p e rse d e d b y a c tio n o f F A S B , a cco u n tin g p r in c ip le s w h ich f a ll w ith in the
p r o v is io n s o f R u le 203 o f the R u le s o f C o n d u ct.
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*Changed to conform to adoption as revised in APB Opinion No. 28, May 1973.
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APPENDIX A
ACTUARIAL VALUATIONS, ASSUMPTIONS AND
COST METHODS
Actuarial Valuations

An actuarial valuation of a pension plan is the process used by actuaries for determ ining the
amounts an em ployer is to contribute (pay, fund) under a pension plan (except w here an insured
arrangem ent calls for paym ent of specified premiums). A valuation is made as of a specific date,
which need not coincide with the end of the period for which a paym ent based on the valuation will
be made. Indeed, it is uncommon for such a coincidence of dates to exist. Am ong other factors, a
tim e lag is necessary in order to compile the data and to permit the actuary to make the necessary
calculations. Although annual valuations are, perhaps, the rule, some em ployers have valuations
made at less frequent intervals, in som e cases as infrequently as every five years. The calculations
are made for a closed group— ordinarily, em ployees presently covered by the plan, former
em ployees having vested rights and retired em ployees currently receiving benefits.
An initial step in making a valuation is to determ ine the present value on the valuation date of
benefits to be paid over varying periods of tim e in the future to em ployees after retirem ent (plus
any other benefits under the plan). An actuarial cost method (see description in a later section of
this Appendix) is then applied to this present value to determ ine the contributions to be made by
the em ployer.
The resulting determ inations are estim ates, since in making a valuation a number of signifi
cant uncertainties concerning future events m ust be resolved by making several actuarial assum p
tions.
Actuarial Assumptions

The uncertainties in estim ating the cost of a pension plan relate to (1) interest (return or
funds invested), (2) expenses of administration and (3) the amounts and tim ing of benefits to be
paid with respect to presently retired em ployees, former em ployees w hose benefits have vested
and present em ployees.

Interest (Return on Funds Invested)
The rate o f interest used in an actuarial valuation is an expression of the average rate of
earnings that can be expected on the funds invested or to be invested to provide for the future
benefits. Since in m ost instances the investm ents include equity securities as well as debt se
curities, the earnings include dividends as w ell as interest; gains and losses on investm ents are
also a factor. For sim plicity, how ever, the rate is ordinarily called the interest rate.

Expenses of Administration
In m any instances the expenses of adm inistering a pension plan— for exam ple, fees of attor
neys, actuaries and trustees, and the cost of keeping pension records— are borne directly by the
employer. In other cases, such expenses, or som e o f them , are paid by a trust or insurance
company from funds contributed by the em ployer. In the latter cases, expenses to be incurred in
the future m ust be estim ated in com puting the em ployer’s pension cost.
Note: For further discussion see Appendix C of Accounting Research Study No. 8, Accounting for the Cost of Pension
Plans by Ernest L. Hicks, CPA, published by the American Institute of Certified Public Accountants in 1965.
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Benefits
Several assum ptions m ust be made as to the amounts and tim ing of the future benefits whose
present value is used in expressing the cost of a pension plan. The principal assum ptions are as
follows:
a. F u tu re c o m p e n sa tio n le v e ls . Benefits under som e pension plans depend in part on future
compensation levels. U nder plans of this type, an estim ate is ordinarily m ade of normal increases
expected from the progression of em ployees through the various earnings-rate categories, based
on the em ployer’s experience. General earnings-level increases, such as those which m ay result
from inflation, are usually excluded from this actuarial assumption.
b. C o st-o f-liv in g . To protect the purchasing pow er of retirem ent benefits, som e plans pro
vide that the benefits otherw ise determ ined will be adjusted from tim e to tim e to reflect varia
tions in a specific index, such as the Consum er Price Index of the United States Bureau o f Labor
Statistics. In estim ating the cost of such a plan, expected future changes in the cost-of-living index
may be included in the actuarial assum ptions.
c. M o r ta lity . The length of tim e an em ployee covered by a pension plan will live is an
important factor in estim ating the cost of the benefit paym ents he will receive. If an em ployee dies
before he becom es eligible for pension benefits, he receives no paym ents, although in som e plans
his beneficiaries receive lumpsum or periodic benefits. The total amount of pension benefits for
em ployees who reach retirem ent is determ ined in large part by how long they live thereafter.
E stim ates regarding m ortality are based on m ortality tables.
d. R e tir e m e n t age. Most plans provide a normal retirem ent age, but many plans permit
em ployees to work thereafter under certain conditions. Some plans provide for retirem ent in
advance of the normal age in case of disability, and m ost plans permit early retirem ent at the
em ployee’s option under certain conditions. W hen there are such provisions, an estim ate is made
of their effect on the amount and tim ing of the benefits which will ultim ately be paid.
e. T u rn o v e r. In many plans, some em ployees who leave em ploym ent with the em ployer
before com pleting vesting requirem ents forfeit their rights to receive benefits. In estim ating the
amount of future benefits, an allowance for the effect of turnover m ay be made.
f. V e stin g . Many plans provide that after a stated number of years of service an em ployee
becom es entitled to receive benefits (com m encing at his normal retirem ent age and usually vary
ing in amount with his number of years of service) even though he leaves the company for a reason
other than retirem ent. This is taken into consideration in estim ating the effect of turnover.
g. S o c ia l se c u rity b en efits. For plans providing for a reduction of pensions by all or part of
social security benefits, it is necessary in estim ating future pension benefits to estim ate the effect
of future social security benefits. Ordinarily, this estim ate is based on the assum ption that such
benefits will remain at the level in effect at the tim e the valuation is being made.

Actuarial Gains and Losses
The likelihood that actual events will coincide with each of the assum ptions used is so rem ote
as to constitute an im possibility. A s a result, the actuarial assum ptions used m ay be changed from
tim e to time as experience and judgm ent dictate. In addition, w hether or not the assum ptions as
to events in the future are changed, it is often necessary to recognize in the calculations the effect
of differences betw een actual prior experience and the assum ptions used in the past.
Actuarial Cost Methods

Actuarial cost m ethods have been developed by actuaries as funding techniques to be used in
actuarial valuations. A s indicated in Paragraph 19 o f the accom panying Opinion, many of the
actuarial cost m ethods are also useful for accounting purposes. The following discussion of the
principal m ethods describes them as funding techniques (to sim plify the discussion, references to
prior service cost arising on am endm ent of a plan have been om itted; such cost would ordinarily be
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treated in a m anner consistent w ith that described for past service cost). Their application for
accounting purposes is described in the accompanying Opinion.
A ccrued B en efit C ost M ethod— U nit C redit M ethod
U nder the unit credit method, future service benefits (pension benefits based on service after
the inception of a plan) are funded as they accrue— that is, as each em ployee works out the service
period involved. Thus, the normal cost under this method for a particular year is the present value
o f the units of future benefit credited to em ployees for service in that year (hence unit credit). For
exam ple, if a plan provides benefits of $5 per month for each year of credited service, the normal
cost for a particular em ployee for a particular year is the present value (adjusted for m ortality and
usually for turnover) o f an annuity o f $5 per month beginning at the em ployee’s anticipated
retirem ent date and continuing throughout his life.
The past service cost under the unit credit m ethod is the present value at the plan’s inception
date of the units of future benefit credited to em ployees for service prior to the inception date.
The annual contribution under the unit credit method ordinarily com prises (1) the normal cost
and (2) an amount for past service cost. The latter m ay comprise only an amount equivalent to
interest on the unfunded balance or may also include an amount intended to reduce the unfunded
balance.
A s to an individual em ployee, the annual normal cost for an equal unit of benefit each year
increases because the period to the em ployee’s retirem ent continually shortens and the probabil
ity o f reaching retirem ent increases; also, in som e plans, the retirem ent benefits are related to
salary levels, which usually increase during the years. As to the em ployees collectively, however,
the step-up effect is m asked, since older em ployees generating the highest annual cost are con
tinually replaced by new em ployees generating the low est. For a m ature em ployee group, the
normal cost would tend to be the sam e each year.
The unit credit method is alm ost alw ays used when the funding instrum ent is a group annuity
contract and m ay also be used in trusteed plans and deposit adm inistration contracts where the
benefit is a stated amount per year of service. This method is not frequently used where the
benefit is a fixed amount (for exam ple, $100 per month) or where the current year’s benefit is
based on earnings of a future period.
P rojected B en efit C ost M ethods
A s explained above, the accrued benefit cost method (unit credit method) recognizes the cost
of benefits only when they have accrued (in the lim ited sense that the em ployee service on which
benefits are based has been rendered). By contrast, the projected benefit cost m ethods look
forward. That is, they assign the entire cost of an em ployee’s p ro je c te d benefits to past, present
and future periods. This is done in a m anner not directly related to the periods during which the
service on which the benefits are based has been or will be rendered. The principal projected
benefit cost m ethods are disc ussed below.
a. E n tr y age n o r m a l m e th o d . U nder the entry age normal m ethod, the normal costs are
computed on the assum ption (1) that every em ployee entered the plan (thus, entry age) at the
tim e of em ploym ent or at the earliest tim e he would have been eligible if the plan had been in
existence and (2) that contributions have been made on this basis from the entry age to the date of
the actuarial valuation. The contributions are the level annual am ounts which, if accumulated at
the rate of interest used in the actuarial valuation, would result in a fund equal to the present
value of the pensions at retirem ent for the em ployees who survive to that tim e.
Norm al cost under this m ethod is the level amount to be contributed for each year. W hen a
plan is established after the company has been in existence for som e tim e, past service cost under
this m ethod at the plan’s inception date is theoretically the amount o f the fund that would have
been accum ulated had annual contributions equal to the normal cost been made in prior years.
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In theory, the entry age normal m ethod is applied on an individual basis. It may be applied,
however, on an aggregate basis, in which case separate amounts are not determ ined for individual
em ployees. Further variations in practice often encountered are (1) the use o f an average entry
age, (2) the use, particularly when benefits are based on em ployees’ earnings, of a level percen
tage of payroll in determ ining annual paym ents and (3) the com putation o f past service cost as the
difference betw een the present value of em ployees’ projected benefits and the present value of the
em ployer’s projected normal cost contributions. In some plans, the normal cost contribution rate
may be based on a stated amount per em ployee. In other plans the normal cost contribution itself
may be stated as a flat amount.
In valuations for years other than the initial year the past service cost m ay be frozen (that is,
the unfunded amount of such cost is changed only to recognize paym ents and the effect o f in
terest). Accordingly, actuarial gains and losses are spread into the future, entering into the
normal cost for future years. If past service cost is not frozen, the unfunded amount includes the
effects of actuarial gains and losses realized prior to the date of the valuation being made.
The annual contribution under the entry age normal method ordinarily com prises (1) the
normal cost and (2) an amount for past service cost. The latter may com prise only an amount
equivalent to interest on the unfunded balance or may also include an amount intended to reduce
the unfunded balance.
The entry age normal m ethod is often used with trusteed plans and deposit adm inistration
contracts.
b. I n d iv id u a l level p r e m iu m m e th o d . The individual level premium method assigns the cost
of each em ployee’s pension in level annual am ounts, or as a level percentage of the em ployee’s
com pensation, over the period from the inception date of a plan (or the date of his entry into the
plan, if later) to his retirem ent date. Thus, past service cost is not determ ined separately but is
included in normal cost.
The m ost common use of the individual level premium m ethod is with funding by individual
insurance or annuity policies. It m ay be used, how ever, w ith trusteed plans and deposit adm ini
stration contracts.
In plans using individual annuity policies, the em ployer is protected against actuarial losses,
since prem ium s paid are not ordinarily subject to retroactive increases. The insurance company
may, how ever, pass part of any actuarial gains along to the em ployer by m eans of dividends.
Em ployee turnover m ay be another source o f actuarial gains under such insured plans, since all or
part o f the cash surrender values of policies previously purchased for em ployees leaving the
em ployer for reasons other than retirem ent m ay revert to the company (or to the trust). D iv
idends and cash surrender values are ordinarily used to reduce the premiums payable for the next
period.
The individual level premium m ethod generates annual costs which are initially very high and
which ultim ately drop to the level of the normal cost determ ined under the entry age normal
method. The high initial cost arise because the past service cost (although not separately iden
tified) for em ployees near retirem ent when the plan is adopted is in effect am ortized over a very
short period.
c. A g g re g a te m e th o d . The aggregate m ethod applies on a collective basis the principle fol
lowed for individuals in the individual level premium method. That is, the entire unfunded cost of
future pension benefits (including benefits to be paid to em ployees who have retired as o f the date
of the valuation) is spread over the average future service lives of em ployees who are active as of
the date of the valuation. In m ost cases this is done by the use of a percentage of payroll.
The aggregate m ethod does not deal separately with past service cost (but includes such cost
in normal cost). Actuarial gains and losses en ter into the determ ination of the contribution rate
and, consequently, are spread over future periods.
Annual contributions under the aggregate m ethod decrease, but the rate o f decrease is less
extrem e than under th e individual level premium m ethod. The aggregate cost m ethod am ortizes
past service cost (not separately identified) over the average future service lives of em ployees,
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thus avoiding the very short individual am ortization periods of the individual level premium
method.
The aggregate method may be modified by introducing past service cost. If the past service
cost is determ ined by the entry age normal m ethod, the modified aggregate m ethod is the sam e as
the entry age normal method applied on the aggregate basis. If the past service cost is determ ined
by the unit credit method, the modified aggregate m ethod is called the attained age normal
m ethod (discussed below).
The aggregate m ethod is used principally w ith trusteed plans and deposit administration
contracts.
d.
A tta in e d age n o rm a l m e th o d . The attained age normal method is a variant of the aggre
gate method or individual level premium method in which past service cost, determ ined under the
unit credit m ethod, is recognized separately. The cost of each em ployee’s benefits assigned to
years after the inception o f the plan is spread over the em ployee’s future service life. Normal cost
contributions under the attained age normal method, usually determ ined as a percentage of
payroll, tend to decline but less m arkedly than under the aggregate method or the individual level
premium method.
A s w ith the unit credit and entry age normal m ethods, the annual contribution for past
service cost m ay comprise only an amount equivalent to interest on the unfunded balance or may
also include an amount intended to reduce the unfunded balance.
The attained age normal method is used with trusteed plans and deposit administration
contracts.

Terminal Funding
U nder term inal funding, funding for future benefit paym ents is made only at the end of an
em ployee’s period of active service. At that tim e the em ployer either purchases a single-premium
annuity which will provide the retirem ent benefit or m akes an actuarially equivalent contribution
to a trust. (N ote— This method is not acceptable for determ ining the provision for pension cost
under the accom panying Opinion.)
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APPENDIX B
GLOSSARY

Accrue (Accrual). W hen accrue (accrual) is used in accounting discussions in the accom panying

Opinion, it has the custom ary accounting meaning. W hen used in relation to actuarial term s or
procedures, how ever, the intended m eaning differs som ewhat. W hen actuaries say that pension
benefits, actuarial costs or actuarial liabilities have accrued, they ordinarily mean that the
amounts are associated, either specifically or by a process of allocation, with years of em ployee
service before the date of a particular valuation of a pension plan. Actuaries do not ordinarily
intend their use of the word accrue to have the more conclusive accounting significance.
Accrued Benefit Cost Method. An actuarial cost method. See Appendix A.
Actuarial Assumptions. Factors which actuaries use in tentatively resolving uncertainties con
cerning future events affecting pension cost; for exam ple, m ortality rate, em ployee turnover,
compensation levels, investm ent earnings, etc. See Appendix A.
Actuarial Cost Method. A particular technique used by actuaries for establishing the am ount and
incidence of the annual actuarial cost of pension plan benefits, or benefits and expenses, and the
related actuarial liability. Som etim es called funding method . See Appendix A.
Actuarial Gains (Losses). The effects on actuarially calculated pension cost of (a) deviations
betw een actual prior experience and the actuarial assum ptions used or (b) changes in actuarial
assum ptions as to future events.
Actuarial Liability. The excess of the present value, as of the date of a pension plan valuation, of
prospective pension benefits and adm inistrative expenses over the sum of (1) the am ount in the
pension fund and (2) the present value of future contributions for normal cost determ ined by any
o f several actuarial cost m ethods. (Som etim es referred to as unfunded actuarial liability.)
Actuarial Valuation. The process by which an actuary estim ates the present value o f benefits to
be paid under a pension plan and calculates the amounts of em ployer contributions or accounting
charges for pension cost. See Appendix A.

Actuarially Computed Value. See present value.
Actuarially Computed Value of Vested Benefits. See vested benefits.
Actuary. There are no statutory qualifications required for actuaries. M embership in the A m eri

can Academ y of A ctuaries, a com prehensive organization of the profession in the United States, is
generally considered to be acceptable evidence of professional qualification.
Aggregate Method. An actuarial cost method. See Appendix A.
Assumptions. See actuarial assumptions.
Attained Age Normal Method. An actuarial cost method. See Appendix A.
Benefits (Pension Benefits) (Retirement Benefits). The pensions and any other paym ents to
which em ployees or their beneficiaries m ay be entitled under a pension plan.
Contribute (Contribution). W hen used in connection w ith a pension plan, contribute ordinarily is
synonym ous w ith pay.

Deferred Compensation Plan. An arrangement whereby specified portions of the employee’s
compensation are payable in the form of retirement benefits.
Deferred Profit-Sharing Plan. An arrangement whereby an employer provides for future re
tirement benefits for employees from specified portions of the earnings of the business; the
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benefits for each em ployee are usually the amounts which can be provided by accumulated
amounts specifically allocated to him.
Defined-Benefit Plan. A pension plan stating the benefits to be received by em ployees after
retirem ent, or the m ethod of determ ining such benefits. The em ployer’s contributions under such
a plan are determ ined actuarially on the basis of the benefits expected to become payable.
Defined-Contribution Plan. A pension plan which (a) states the benefits to be received by
em ployees after retirem ent or the method of determ ining such benefits (as in the case of a
defined-benefit plan) and (b) accompanies a separate agreem ent that provides a formula for
calculating the em ployer’s contributions (for exam ple, a fixed amount for each ton produced or for
each hour worked, or a fixed percentage o f compensation). Initially, the benefits stated in the plan
are those which the contributions expected to be made by the em ployer can provide. If later the
contributions are found to be inadequate or excessive for the purpose of funding the stated
benefits on the basis originally contem plated, either the contributions or the benefits, or both,
may be subsequently adjusted. In one type of defined-contribution plan (m oney-purchase plan)
the em ployer’s contributions are determ ined for, and allocated with respect to, specific individu
als, usually as a percentage of compensation; the benefits for each em ployee are the amounts
which can be provided by the sums contributed for him.
Deposit Administration Contract. A funding instrum ent provided by an insurance company
under which amounts contributed by an em ployer are not identified with specific em ployees until
they retire. W hen an em ployee retires, the insurance company issues an annuity which will
provide the benefits stipulated in the pension plan and transfers the single premium for the
annuity from the em ployer’s accumulated contributions.
Entry Age Normal Method. An actuarial cost method. See Appendix A.
Fund. U sed as a verb, fund m eans to pay over to a funding agency. U sed as a noun,f und refers to
assets accumulated in the hands of a funding agency for the purpose of m eeting retirem ent
benefits when they become due.
Funded. The portion of pension cost that has been paid to a funding agency is said to have been

funded.
Funding Agency. An organization or individual, such as a specific corporate or individual trustee

or an insurance company, which provides facilities for the accumulation of assets to be used for the
paym ent of benefits under a pension plan; an organization, such as a specific life insurance com
pany, which provides facilities for the purchase of such benefits.
Funding Method. See actuarial cost method.
Individual Level Premium Method. An actuarial cost method. See Appendix A.
Interest. The return earned or to be earned on funds invested or to be invested to provide for
future pension benefits. In calling the return interest, it is recognized that in addition to interest
on debt securities the earnings of a pension fund may include dividends on equity securities,
rentals on real estate, and realized and unrealized gains or (as offsets) losses on fund investm ents.
See Appendix A.
Mortality Rate. D eath rate— the proportion of the number of deaths in a specified g roup to the
number living at the beginning o f the period in which the deaths occur. Actuaries use m ortality
tables, which show death rates for each age, in estim ating the amount of future retirem ent
benefits which will becom e payable. See Appendix A.
Normal Cost. The annual cost assigned, under the actuarial cost m ethod in use, to years sub
sequent to the inception of a pension plan or to a particular valuation date. See past service cost,

prior service cost.
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Past Service Cost. Pension cost assigned, under the actuarial cost method in use, to years prior to

the inception of a pension plan. See n orm al cost, p rio r service cost.
Pay-As-You-Go. A m ethod of recognizing pension cost only when benefits are paid “to retired
em ployees. (N ote— This is not an acceptable method for accounting purposes under the accom
panying Opinion.)
Pension Fund. See fu n d .
Present Value (Actuarially Computed Value). The current worth of an amount or series of
amounts payable or receivable in the future. P resen t value is determ ined by discounting the
future am ounts or am ounts at a predeterm ined rate of interest. In pension plan valuations,
actuaries often combine arithm etic factors representing probability (e.g., m ortality, withdrawal,
future com pensation levels) w ith arithm etic factors representing discount (interest). Con
sequently, to actuaries, determ ining the present value of future pension benefits m ay mean
applying factors of both types.
Prior Service Cost. Pension cost assigned, under the actuarial cost method in use, to years prior
to the date of a particular actuarial valuation. P rio r service cost includes any rem aining past
service cost. See n orm al cost, p a st service cost.
Projected Benefit Cost Method. A type of actu arial cost m ethod. See Appendix A.
Provision (Provide). An accounting term m eaning a charge against income for an estim ated
expense, such as pension cost.
Service. Em ploym ent taken into consideration under a pension plan. Y ears of em ploym ent before
the inception of a plan constitute an em ployee's past service; years thereafter are classified in
relation to the particular actuarial valuation being made or discussed. Y ears of em ploym ent
(including past service) prior to the date of a particular valuation constitute prior service; years of
em ploym ent following the date of the valuation constitute future service.
Terminal Funding. An actu arial cost m ethod. See Appendix A. (N ote— This is not an acceptable
actu arial cost m ethod for accounting purposes under the accompanying Opinion.)
Trust Fund Plan. A pension plan for which the funding instrum ent is a trust agreem ent.
Turnover. Term ination of em ploym ent for a reason other than death or retirem ent. See w ith 
dra w a l, Appendix A.
Unit Credit Method. An actu arial cost m ethod. Appendix A.
Valuation. See actu arial valu ation , A ppendix A.
Vested Benefits. Benefits that are not contingent on the em ployee’s continuing in the service of
the em ployer. In som e plans the paym ent of the benefits will begin only w hen the em ployee
reaches the normal retirem ent date; in other plans the paym ent of the benefits will begin when the
em ployee retires (which m ay be before or after the normal retirem ent date). The actu aria lly
com puted valu e o f vested benefits, as used in this Opinion, represents the present value, at the
date of determ ination, of the sum of (a) the benefits expected to becom e payable to former
em ployees who have retired, or who have term inated service w ith vested rights, at the date of
determination; and (b) the benefits, based on service rendered prior to the date o f determ ination,
expected to becom e payable at future dates to present em ployees, taking into account the proba
ble tim e that em ployees will retire, at the vesting percentages applicable at the date of determ ina
tion. The determ ination of vested benefits is not affected by other conditions, such as inadequacy
o f the pension fund, which m ay prevent the em ployee from receiving the vested benefits.
Withdrawal. The rem oval of an em ployee from coverage under a pension plan for a reason other
than death or retirem ent. See turnover.
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APPENDIX E
THE FASB DATA BANK

The F A SB data bank is stored on com puter tape and contains data about changing prices and
pensions for more than 1,100 com panies. The information in the data bank w as obtained from
annual reports and is available for use by researchers and other interested parties in the general
public.
Statem ent No. 36, Disclosure of Pension Information (May 1980), requires revised disclo
sures about defined benefit pension plans in the footnotes of em ployers’ financial statem ents. The
revised disclosures include the actuarial present value of accumulated plan benefits and the
pension plan assets available for those benefits.
Statem ent No. 33, Financial Reporting and Changing Prices (Septem ber 1979), requires, on
an experim ental basis, tw o m ethods of disclosing the effects of inflation as supplem entary infor
mation. The constant dollar method involves an adjustm ent of historical cost financial statem ent
item s for changes in the general price level; the current cost method incorporates adjustm ents for
changes in both specific prices and the general price level. Both disclosures supplem ent, but do
not replace, the primary (historical cost) financial statem ents. Only large publicly held companies
are required to provide this information.
All numerical information required to be disclosed by Statem ents 33 and 36 has been col
lected. A lso, the major types of “soft data” that can be obtained directly from a firm’s annual
report are coded. Exhibit 1 provides more detail about the data elem ents that have been coded in
the data bank.
In addition, tw o important adjustm ents to the Statem ent 33 numerical information have been
made in order to assist researchers by making the data more comparable across com panies. First,
all item s of data, including the 1979 data, have been converted into average 1980 dollars. Second,
income from continuing operations has been recalculated to include the sam e typ es of revenue and
expense item s for every firm. The tape includes the data as originally collected (and summarized
in Exhibit 1) as w ell as the adjusted data.
Over 1,100 companies w ith fiscal years ending betw een D ecem ber 25 and January 31 that
w ere required to comply w ith Statem ent 33 are included in the data bank. Two years of changing
prices data is available. T entative plans are to add a third year of changing prices data for these
companies when it becom es available and to collect the first tw o years of data for com panies with
other year-ends. Also, plans are to update information on pension disclosures at the sam e tim e.
The data base supplem ents the traditional accounting information disclosure data bases (e.g.,
Com pustat and Value Line) by providing a set of inflation accounting and pension disclosures. The
data is provided to allow m erging of the F A SB data base w ith the Com pustat and Value Line data
bases.
Provided w ith the tape is a manual that includes descriptions o f the tape format, definitions of
the data collected, and instructions as to how to use the tape w ith other data bases.
Additional information can be obtained by w riting to:
DA TA BA N K
Financial A ccounting Standards Board
High Ridge Park
Stam ford, CT 06905
237

EXHIBIT 1

Statement 36
For com panies included in the data bank, disclosures w ere collected for the following types of
data: pension costs, vested benefits, nonvested benefits, plan assets, interest rates, and date of
valuation. E xcept for pension costs, these disclosures w ere not required for fiscal year 1979 and
1978 reports. Data w as collected for those years only if it w as voluntarily disclosed.

Statement 33*
1980 & 1979
Constant Dollar Current Cost
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X

Sales
Cost of sales
Depreciation
Income from continuing operations
Minority interest**
Provision for plant closing**
Equity in earnings of subsidiaries**
Selling, General, and Adm inistrative Expense**
Other incom e/expense**
Purchasing power gain or loss
Increase in specific prices of Property,
X
Plant and Equipm ent, and Inventory
Increase in general prices of Property,
X
Plant and Equipm ent, and Inventory
Difference in general and specific prices of Property,
Plant and Equipm ent, and Inventory
X
X
Inventories
X
Property, Plant, and Equipment
N et assets
X
X
X
X
Lower recoverable amount
*All data is coded as to type of dollar (i.e., year-end or average).
**An adjustm ent for changing prices was not required for this item of data. Therefore, data
was collected only if a firm voluntarily disclosed adjusted data.
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APPENDIX F
COMPANIES INCLUDED IN CHAPTER III
A-T-O INC.
ABBOTT LABORATORIES
ACF INDUSTRIES INCORPORATED
AHMANSON (H. F.) & CO.
AKZONA INCORPORATED
ALABAMA POWER CO.
ALASKA INTERSTATE CO.
ALBANY INTERNATIONAL CORP.
ALBERTSON'S INC.
ALEXANDER & BALDWIN, INC.
ALLEGHANY CORP.
ALLEGHENY LUDLUM INDUSTRIES, INC.
ALLEGHENY POWER SYSTEM INC.
ALLEN GROUP INC. (THE)
ALLIED CHEMICAL CORPORATION
ALLIED PRODUCTS CORP.
ALLIED STORES CORP.
ALLIS-CHALMERS CORPORATION
ALPHA PORTLAND INDUSTRIES INC.
ALUMINUM CO. OF AMERICA
AMALGAMATED SUGAR CO. (THE)
am AX I NC.
AMERACE COPORATION
AMERADA HESS CORP.
AMERICAN AIRLINES, INC.
AMERICAN BAKERIES CO.
AMERICAN BRANDS, INC.
AMERICAN BROADCASTING CO.
AMERICAN CAN COMPANY
AMERICAN DISTRICT TELEGRAPH CO.
AMERICAN ELECTRIC POWER CO. INC.
AMERICAN EXPRESS CO.
AMERICAN HOSPITAL SUPPLY CORP.
AMERICAN MAIZE-PRODUCTS CO.
AMERICAN NATIONAL INSURANCE COMPANY
AMERICAN PETROFINA INC.
AMERICAN SECURITY CORP.
AMERICAN STANDARD INC.
AMERICAN STORES CO.
AMERICAN WATER WORKS CO., INC.
AMF INCORPORATED
AMPCO-PITTSBURGH CORP.
ANCHOR HOCKING CORP.
ANHEUSER-BUSCH, INC.
ARCO PIPE LINE CO.
ARIZONA BANK
ARIZONA PUBLIC SERVICE CO.
ARKANSAS BEST CORP.
ARKANSAS LOUISIANA GAS CO.
ARMCO INC.
ARMSTRONG WORLD INDUSTRIES INC.
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ARVIN INDUSTRIES, INC.
ASARCO INC.
ASSOCIATED DRY GOODS CORP.
ATHLONE INDUSTRIES, INC.
ATLANTIC CITY ELECTRIC
ATLANTIC RICHFIELD CO.
AVON PRODUCTS, INC.
BALDWIN-UNITED CORP.
BALL CORPORATION
BALLY MANUFACTURING CORP.
BALTIMORE GAS & ELECTRIC CO.
BANC ONE CORP.
BANCAL TRI-STATE CORP.
BANCO POPULAR DE PUERTO RICO
BANCOHIO CORP.
BANCORP HAWAII INC.
BANK OF COMMONWEALTH-DETROIT
BANK OF NEW YORK COMPANY, INC. (THE)
BANK OF VIRGINIA CORPORATION
BANKAMERICA CORP.
BANKERS TRUST NEW YORK CORP.
BARBER OIL CORP.
BARNES GROUP INC.
BARNETT BANKS OF FLORIDA, INC.
BAUSCH & LOMB INC.
BAY STATE GAS COMPANY
BAYBANKS, INC.
BEKER INDUSTRIES CORP.
BELCO PETROLEUM CORP.
BELL & HOWELL CO.
BEMIS COMPANY, INC.
BENEFICIAL CORPORATION
BENGUET CORP.
BETHLEHEM STEEL CORP.
BIC PEN CORP.
BIG THREE INDUSTRIES INC.
BOATMEN'S BANCSHARES, INC.
BOEING CO.
BOISE CASCADE CORP.
BORDEN, INC.
BORG-WARNER CORP.
BORMAN'S INC.
BOSTON EDISON CO.
BRANIFF INTERNATIONAL CORPORATION
BRASCAN LTD.
BRISTOL-MYERS CO.
BROCKWAY GLASS CO., INC.
BROWN & SHARPE MFG. CO.
BRUNSWICK CORP.
BRUSH WELLMAN INC.
BUNKER RAMO CORP.
BURLINGTON NORTHERN INC.
BURNDY CORP.
BURROUGHS CORPORATION
BUTLER MFG. CO.
CALDOR, INC.
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CALIFORNIA FIRST BANK
CAMPBELL TAGGART, INC.
CANADIAN OCCIDENTAL PETROLEUM LTD.
CAPITAL CITIES COMMUNICATIONS, INC.
CARLISLE CORP.
CAROLINA POWER & LIGHT CO.
CARTER HAWLEY HALE STORES INC.
CASTLE & COOKE, INC.
CATERPILLAR TRACTOR CO.
CBI INDUSTRIES, INC.
CBS INC.
CBT CORP.
CECO CORP.
CELANESE CORP.
CENTRAL & SOUTH WEST CORP.
CENTRAL BANCORPORATION, INC.
CENTRAL BANCSHARES OF THE SOUTH, INC.
CENTRAL HUDSON GAS & ELECTRIC CORP.
CENTRAL ILLINOIS LIGHT CO.
CENTRAL ILLINOIS PUBLIC SERVICE CO.
CENTRAL LOUISIANA ENERGY CORP.
CENTRAL MAINE POWER CO.
CENTRAL POWER & LIGHT CO.
CENTRAL TELEPHONE & UTILITIES CORP.
CENTRAL VERMONT PUBLIC SERVICE CORP.
CENTURY TELEPHONE ENTERPRISES, INC.
CERTAIN-TEED CORP.
CHAMPION INTERNATIONAL CORP.
CHAMPION SPARK PLUG CO.
CHARTER CO.
CHASE MANHATTAN CORP.
CHESAPEAKE CORP. OF VA.
CHESEBROUGH-POND'S INC.
CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY
CHICAGO PNEUMATIC TOOL CO.
CHUBB CORP.
CINCINATI BELL INC.
CINCINNATI GAS & ELECTRIC CO.
CINCINNATI MILACRON INC.
CITICORP
CITIES SERVICE CO.
CITIZENS & SOUTHERN NATIONAL BANK
CITIZENS UTILITIES CO.
CITY INVESTING CO.
CLARK EQUIPMENT COMPANY
CLARK OIL & REFINING CORP.
CLEVELAND ELECTRIC ILLUMINATING CO.
CLEVELAND-CLIFFS IRON CO.
COASTAL CORPORATION
COCA-COLA BOTTLING COMPANY OF NEW YORK, INC.
COCA-COLA COMPANY (THE)
COLGATE-PALMOLIVE CO.
COLT INDUSTRIES INC
COLUMBIA GAS SYSTEM, INC., THE
COLUMBUS & SOUTHERN OHIO ELECTRIC CO.
COMBINED INSURANCE CO. OF AMERICA
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COMBUSTION ENGINEERING INC.
COMMERCE BANCSHARES, INC.
COMMONWEALTH OIL REFINING CO.
COMMONWEALTH TELEPHONE ENTERPRISES, INC.
COMMUNITY PUBLIC SERVICE CO.
CONE MILLS CORP.
CONNECTICUT NATURAL GAS CORP.
CONOCO INC.
CONSOLIDATED EDISON CO. OF NEW YORK, INC.
CONSOLIDATED FREIGHTWAYS, INC.
CONSOLIDATED NATURAL GAS CO.
CONSOLIDATED PAPERS, INC.
CONTINENTAL AIR LINES, INC.
CONTINENTAL BANK
CONTINENTAL CORP.
CONTINENTAL GROUP, INC. (THE)
CONTINENTAL ILLINOIS CORPORATION
CONTINENTAL TELEPHONE CORP.
CONTROL DATA CORP.
COOK UNITED, INC.
COOPER INDUSTRIES, INC.
COOPER TIRE & RUBBER COMPANY
ADOLPH COORS CO.
COPPERWELD CORPORATION
CORNING GLASS WORKS
COX BROADCASTING CORP.
CPC INTERNATIONAL INC.
CRANE CO.
CREDITHRIFT FINANCIAL, INC.
CROCKER NATIONAL CORP.
CROUSE-HINDS CO.
CROWN CENTRAL PETROLEUM CORP.
CROWN CORK & SEAL COMPANY, INC.
CROWN ZELLERBACH CORPORATION
CRUM & FORSTER
CRUTCHER RESOURCES CORP.
CRYSTAL OIL CO.
CSX CORPORATION
CTS CORP.
CULBRO CORP.
CURTISS-WRIGHT CORP.
CYCLOPS CORP.
DAN RIVER INC.
DAYTON POWER AND LIGHT CO.
DE SOTO, INC.
DELMARVA POWER & LIGHT CO.
DE LUXE CHECK PRINTERS, INC.
DENNISON MFG. CO.
DETROIT EDISON CO.
DETROITBANK CORPORATION
DEXTER COMPANY
DIAMOND INTERNATIONAL CORP.
DIAMOND SHAMROCK CORP.
DI GIORGIO CORP.
DILLINGHAM CORP.
DOME PETROLEUM LTD.
DOMINION BANKSHARES CORP.
DONNELLEY (R. R.) & SONS CO.
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DORSEY CORP.
DOVER CORPORATION
DOW CHEMICAL CO.
DOW JONES & CO., INC.
DRAVO CORP.
DU PONT (E. I.) DE NEMOURS
DUKE POWER CO.
DUN & BRADSTREET CORP.
DUQUESNE LIGHT CO.
EASCO CORP.
EASTERN AIR LINES, INC.
EASTERN GAS & FUEL ASSOCIATES
EASTERN UTILITIES ASSOCIATES
EASTMAN KODAK CO.
EATON CORPORATION
EDISON BROTHERS STORES, INC.
EL PASO COMPANY
EL PASO ELECTRIC CO.
EMHART CORP.
ENGELHARD MINERALS & CHEMICALS CORP
ENSEARCH CORPORATION
EQUIMARK CORP.
EQUITABLE BANCORPORATION
EQUITABLE GAS CO.
ETHYL CORP.
EVANS PRODUCTS CO.
EXXON CORPORATION
FAIRCHILD INDUSTRIES INC.
FARMERS' GROUP, INC.
FEDERAL PAPER BOARD CO., INC.
FEDERAL-MOGUL
FERRO CORP.
FIDELCOR, INC.
FIDELITY UNION BANCORPORATION
FIELDCREST MILLS, INC.
FINANCIAL GENERAL BANKSHARES INC.
FIRST AMERICAN BANK CORP.
FIRST CHARTER FINANCIAL CORP.
FIRST EMPIRE STATE CORP.
FIRST HAWAIIAN INC.
FIRST KENTUCKY NATIONAL CORPORATION
FIRST MARYLAND BANCORP.
FIRST NATIONAL BANKCORPORATION, INC
FIRST NATIONAL CINCINNATI CORP.
FIRST NATIONAL STATE BANCORPORATION
FIRST PENNSYLVANIA CORP.
FIRST SECURITY COMPANY
FIRST TENNESSEE NATIONAL CORP.
FIRST UNION BANCORPORATION
FIRST UNION CORP.
FIRST UNITED BANCORPORATION, INC.
FIRST VIRGINIA BANKS, INC.
FIRST WISCONSIN CORP.
FISHER FOODS, INC.
FISHER SCIENTIFIC CO.
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FLAGSHIP BANKS INC.
FLEMING COMPANIES, INC.
FLORIDA NATIONAL BANKS OF FLORIDA, INC.
FLORIDA POWER & LIGHT CO.
FLORIDA POWER CORP.
FMC CORPORATION
FOOTE MINERAL COMPANY
FORD MOTOR CO.
FOREST OIL CORP.
FORT HOWARD PAPER CO.
FOSTER WHEELER CORP.
FOTOMAT CORP.
FOXBORO COMPANY (THE)
FRONTIER AIRLINES, INC.
FRUEHAUF CORP.
FUQUA INDUSTRIES, INC.
GAF CORP.
GANNETT CO., INC.
GARFINCKEL, BROOKS BROS., MILLER & RHOADS, INC.
GAS SERVICE COMPANY (THE)
GATX CORP.
GDV INCORPORATED
GENERAL DYNAMICS CORP.
GENERAL ELECTRIC CO.
GENERAL HOST CORP.
GENERAL MOTORS CORP.
GENERAL PORTLAND INC.
GENERAL PUBLIC UTILITIES CORP.
GENERAL REFRACTORIES COMPANY
GENERAL REINSURANCE CORP.
GENERAL SIGNAL CORP.
GENERAL TELEPHONE & ELECTRONICS CORPORATION
GENUINE PARTS COMPANY
GEORGIA POWER CO.
GEORGIA-PACIFIC CORP.
GETTY OIL CO.
GIBRALTAR FINANCIAL CORP. OF CAL.
GIDDINGS & LEWIS, INC.
GIFFORD-HILL & COMPANY, INC.
GINO'S INC.
GIRARD CO. (THE)
GK TECHNOLOGIES INC.
GLATFELTER (P. H.) CO.
GLEASON WORKS
GLOBAL MARINE INC.
GOLDEN WEST FINANCIAL CORP.
GOODYEAR TIRE & RUBBER COMPANY (THE)
GRACE (W. R.) & CO.
GRAINGER (W. W.) , INC.
GRANITEVILLE CO.
GREAT LAKES INTERNATIONAL, INC.
GREAT NORTHERN NEKOOSA CORPORATION
GREAT WESTERN FINANCIAL CORP.
GREYHOUND CORP.
GRUMMAN CORP.
GUARDIAN INDUSTRIES CORP.
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GULF RESOURCES & CHEMICAL CORP.
GULF UNITED CORP.
HACKENSACK WATER CO.
HALLIBURTON CO.
HAMMERMILL PAPER CO.
HANDY & HARMAN
HANNA MINING CO.
HARCOURT BRACE JOVANOVICH, INC.
HARRIS BANKCORP, INC.
HARSCO CORP.
HARTFIELD-ZODYS, INC.
HARTFORD NATIONAL CORP.
HAWAIIAN ELECTRIC CO., INC.
HECK'S, INC.
HEILEMAN (G.) BREWING CO., INC.
HELLER (WALTER E.) INTERNATIONAL CORP.
HERCULES INCORPORATED
HERITAGE BANCORPORATION
HERSHEY FOODS CORP.
HESSTON CORP.
HILTON HOTELS CORP.
HOLIDAY INNS, INC.
HOMESTAKE MINING CO.
HONEYWELL INC.
HOOVER CO.
HOSPITAL TRUST CORP.
HOST INTERNATIONAL, INC.
HOUSEHOLD FINANCE CORP.
HOUSTON INDUSTRIES INCORPORATED
HUBBELL (HARVEY), INC.
HUGHES TOOL COMPANY
HUNTINGTON BANCSHARES INCORPORATED
HUTTON (E. F.) GROUP INC. (THE)
IDAHO POWER CO.
IDEAL BASIC INDUSTRIES, INC.
ILLINOIS POWER CO.
ILLINOIS TOOL WORKS INC.
INA CORPORATION
INCO LTD.
INDIANA & MICHIGAN ELECTRIC CO.
INDIANA NATIONAL CORP.
INDIANAPOLIS POWER & LIGHT CO.
INDUSTRIAL VALLEY BANK & TRUST CO.
INEXCO OIL CO.
INGERSOLL-RAND CO.
INLAND STEEL CO.
INSILCO CORP.
INTEL CORP.
INTERLAKE INC.
INTERNATIONAL BUSINESS MACHINES CORP.
INTERNATIONAL FLAVORS & FRAGRANCES INC.
INTERNATIONAL PAPER CO.
INTERNATIONAL TELEPHONE & TELEGRAPH CORPORATION
INTERNORTH, INC.
INTERPACE CORP.
INTERSTATE POWER CO.
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IOWA ELECTRIC LIGHT & POWER CO.
IOWA PUBLIC SERVICE CO.
IOWA RESOURCES, INC.
IOWA SOUTHERN UTILITIES CO.
IRVING BANK CORP.
ITEK CORP.
IU INTERNATIONAL CORP.
JERSEY CENTRAL POWER & LIGHT CO.
JOHNSON & JOHNSON
JORGENSEN (EARLE M.) CO.
KAISER ALUMINUM & CHEMICAL CORP.
KAISER CEMENT CORPORATION
KAISER STEEL CORP.
KANE-MILLER CORP.
KANEB SERVICES, INC.
KANSAS CITY LIFE INSURANCE CO.
KANSAS GAS AND ELECTRIC CO.
KAY CORP.
KELLOGG CO.
KENNECOTT CORP.
KENTUCKY UTILITIES CO.
KERR GLASS MFG. CORP.
KERR-McGEE CORP.
KEY BANKS INC.
KIDDE INC.
KIMBERLY-CLARK CORP.
KING'S DEPT. STORES, INC.
KNIGHT-RIDDER NEWSPAPERS, INC.
KOPPERS CO., INC.
KROGER CO. (THE)
LAMSON & SESSIONS CO.
LEASEWAY TRANSPORTATION CORP.
LEVITZ FURNITURE CORP.
LIBBEY-OWENS-FORD CO.
LIBERTY CORP.
LIBERTY NATIONAL CORP.
LIFE INSURANCE CO. OF GEORGIA
LILLY (ELI) AND COMPANY
LINCOLN FIRST BANKS INC.
LINCOLN TELEPHONE & TELEGRAPH CO.
LIQUID AIR CORP. OF NORTH AMERICA
LOEWS CORPORATION
LONE STAR INDUSTRIES, INC.
LONG ISLAND LIGHTING CO.
LOUISIANA LAND & EXPLORATION CO.
LOUISIANA-PACIFIC CORP.
LOWENSTEIN (M.) CORP.
LUBRIZOL CORP. (THE)
LUCKY STORES INC.
LUKENS STEEL CO.
MACMILLAN, INC.
MADISON GAS & ELECTRIC CO.
MALLINCKRODT INC.
MANUFACTURERS HANOVER CORP.
MAPCO INC.
MARATHON OIL CO.
MARINE CORP.
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MARINE MIDLAND BANKS, INC.
MARSHALL & ILSLEY CORP.
MARSHALL FIELD & COMPANY
MARTIN MARIETTA CORP.
MARYLAND NATIONAL CORP.
MASCO CORP.
MATTEL INC.
MAYTAG CO.
MCA INC.
MCDONNELL DOUGLAS CORP.
MCGRAW-EDISON CO.
MCGRAW-HILL, INC.
MCLOUTH STEEL CORP.
MEAD CORP.
MEDIA GENERAL, INC.
MELLON NATIONAL CORP.
MELVILLE CORPORATION
MEMOREX CORP.
MERCANTILE BANCORPORATION, INC.
MERCANTILE TEXAS CORP.
MERCK & CO., INC.
MERRILL LYNCH & CO., INC.
METROMEDIA, INC.
METROPOLITAN EDISON CO.
MICHIGAN NATIONAL CORP.
MID-CONTINENT TELEPHONE CORP.
MIDDLE SOUTH UTILITIES, INC.
MIDLAND-ROSS CORP.
MIDLANTIC BANKS INC.
MILTON BRADLEY CO.
MINNESOTA GAS COMPANY
MINNESOTA MINING & MFG. CO.
MINNESOTA POWER & LIGHT CO.
MISSOURI PACIFIC CORP.
MISSOURI PUBLIC SERVICE CO.
MOHASCO CORP.
MONONGAHELA POWER CO.
MONSANTO COMPANY
MONTANA POWER CO.
MONTANA-DAKOTA UTILITIES CO.
MOORE MCCORMACK RESOURCES, INC.
MORGAN (J. P.) & CO. INCORPORATED
MORRISON-KNUDSEN CO., INC.
MORSE SHOE, INC.
MOUNTAIN FUEL SUPPLY CO
MOUNTAIN STATES TELEPHONE & TELEGRAPH CO.
MURPHY (G. C.) CO.
MURPHY OIL CORP.
MURRAY OHIO MFG. CO.
NABISCO, INC.
NASH-FINCH COMPANY
NATIONAL CAN CORP.
NATIONAL CENTRAL FINANCIAL CORP.
NATIONAL DETROIT CORP.
NATIONAL DISTILLERS & CHEMICAL CORP.
NATIONAL GYPSUM CO.
NATIONAL STEEL CORP.
NATIONAL TEA CO.
NATIONWIDE CORP.
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NATOMAS COMPANY
NCNB CORP.
NCR CORP.
NEVADA POWER CO.
NEW ENGLAND ELECTRIC SYSTEM
NEW ENGLAND GAS & ELECTRIC SYSTEM
NEW ENGLAND MERCHANTS CO., INC.
NEW ENGLAND TELEPHONE & TELEGRAPH CO.
NEW YORK STATE ELECTRIC & GAS CORP.
NEW YORK TIMES COMPANY (THE)
NEWMONT MINING CORP.
NICOR INC.
NLT CORPORATION
NOBLE AFFILIATES, INC.
NORDSTROM, INC.
NORFOLK & WESTERN RY.
NORLIN CORPORATION
NORRIS INDUSTRIES, INC.
NORTH AMERICAN COAL CORP.
NORTHEAST UTILITIES
NORTHERN INDIANA PUBLIC SERVICE CO.
NORTHERN STATES BANCORPORATION
NORTHERN STATES POWER COMPANY
NORTHERN TRUST CORP.
NORTHWEST AIRLINES, INC.
NORTHWEST BANCORPORATION
NORTHWEST ENERGY CO.
NORTHWEST INDUSTRIES, INC.
NORTHWESTERN FINANCIAL CORP.
NORTHWESTERN PUBLIC SERVICE CO.
NORTON CO.
OAK INDUSTRIES INC.
OCEAN DRILLING & EXPLORATION CO.
OGDEN CORP.
OHIO EDISON CO.
OKLAHOMA GAS & ELECTRIC CO.
OLIN CORP.
OLYMPIA BREWING COMPANY
ONEIDA LTD.
ORANGE & ROCKLAND UTILITIES, INC.
OTTER TAIL POWER CO.
OUTLET COMPANY
OVERNITE TRANSPORTATION CO.
OWENS-CORNING FIBERGLAS CORP.
OWENS-ILLINOIS, INC.
OZARK AIR LINES, INC.
PABST BREWING CO.
PACCAR INC.
PACIFIC GAS & ELECTRIC CO.
PACIFIC LIGHTING CORP.
PACIFIC LUMBER CO. (THE)
PACIFIC NORTHWEST BELL TELEPHONE CO.
PACIFIC POWER & LIGHT CO.
PACIFIC TELEPHONE & TELEGRAPH CO.
PAN AMERICAN WORLD AIRWAYS, INC.
PANHANDLE EASTERN PIPE LINE CO.
PARGAS, INC.
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PAY LESS DRUG STORES NORTHWEST, INC.
PAY' N SAVE CORP.
PENN CENTRAL CORP.
PENNEY (J. C.) COMPANY, INC.
PENNSYLVANIA POWER & LIGHT CO.
PENNWALT CORP.
PENNZOIL COMPANY
PEPSICO, INC.
PFIZER INC.
PHELPS DODGE CORPORATION
PHILADELPHIA ELECTRIC CO.
PHILADELPHIA NATIONAL CORP.
PHILIP MORRIS, INC.
PHILLIPS PETROLEUM COMPANY
PHOENIX STEEL CORP.
PIONEER CORP.
PITNEY BOWES INC.
PITTSON COMPANY (THE)
PITTWAY CORP.
POGO PRODUCING CO.
POLAROID CORP.
POPE & TALBOT, INC.
PORTER (H.K.) COMPANY, INC.
PORTLAND GENERAL ELECTRIC CO.
POTLATCH CORP.
POTOMAC ELECTRIC POWER CO.
PPG INDUSTRIES, INC.
PRENTICE-HALL, INC.
PROVIDENT LIFE AND ACCIDENT INSURANCE CO.
PSA INC.
PUBLIC SERVICE CO. OF INDIANA, INC.
PUBLIC SERVICE CO. OF N.H.
PUBLIC SERVICE CO. OF NEW MEXICO
PUBLIC SERVICE CO. OF NORTH CAROLINA, INC.
PUBLIC SERVICE COMPANY OF COLARADO
PUBLIC SERVICE ELECTRIC & GAS CO.
PUGET SOUND POWER & LIGHT CO.
PUROLATOR, INC.
QUAKER STATE OIL REFINING CORP.
QUESTOR CORP.
RAINIER BANCORPORATION
RAMADA INNS, INC.
RAPID-AMERICAN CORP.
RAYBESTOS-MANHATTAN, INC.
RAYMOND INTERNATIONAL INC.
RAYTHEON CO.
READING & BATES CONSTRUCTION CO.
REICHHOLD CHEMICALS, INC.
RELIANCE GROUP, INC.
REPUBLIC AIRLINES, INC.
REPUBLIC OF TEXAS CORP.
REPUBLIC STEEL CORP.
RESORTS INTERNATIONAL, INC.
REVERE COPPER & BRASS, INC.
REVLON, INC.
REYNOLDS (R. J.) INDUSTRIES, INC.
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REYNOLDS METALS CO.
RIGGS NATIONAL BANK OF WASHINGTON, D.C.
RIO GRANDE INDUSTRIES, INC.
ROADWAY EXPRESS, INC.
ROBERTSHAW CONTROLS CO.
ROBERTSON (H. H.) CO.
ROBINS (A. H.) COMPANY, INC.
ROCHESTER GAS & ELECTRIC CORP.
ROHM & HAAS CO.
RORER GROUP INC.
ROWAN COMPANIES, INC.
ROYAL CROWN COMPANIES, INC.
RUBBERMAID INCORPORATED
RUSSELL CORPORATION
RYDER SYSTEM, INC.
SABINE CORP.
SAFECO CORP.
SAN DIEGO GAS & ELECTRIC CO.
SANTA FE INTERNATIONAL CORP.
SAUNDERS LEASING SYSTEM, INC.
SAVANNAH ELECTRIC & POWER CO.
SAXON INDUSTRIES, INC.
SCHERING-PLOUGH CORP.
SCHLITZ (JOS.) BREWING CO.
SCOA INDUSTRIES INC.
SCOTT PAPER CO.
SCOVILL INC.
SEA CONTAINERS INC.
SEAFIRST CORPORATION
SEALED POWER CORP.
SEARLE (G. D.) & CO.
SEARS, ROEBUCK AND CO.
SECURITY PACIFIC CORPORATION
SHARON STEEL CORP.
SHAWMUT CORP.
SHELL OIL COMPANY
SHERWIN-WILLIAMS CO.
SIERRA PACIFIC POWER CO.
SINGER COMPANY (THE)
SMITH (A. O .) CORP.
SMITH INTERNATIONAL, INC.
SMITHKLINE CORP.
SNAP-ON TOOLS CORP.
SOCIETY CORPORATION
SONOCO PRODUCTS CO.
SOO LINE RR. CO.
SOUTH CAROLINA ELECTRIC & GAS CO.
SOUTH JERSEY INDUSTRIES, INC.
SOUTHDOWN, INC.
SOUTHEAST BANKING CORPORATION
SOUTHERN CALIFORNIA EDISON CO.
SOUTHERN CO.
SOUTHERN INDIANA GAS & ELECTRIC CO.
SOUTHERN NATURAL RESOURCES, INC.
SOUTHERN NEW ENGLAND TELEPHONE CO. (THE)
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SOUTHERN PACIFIC CO.
SOUTHERN RY. CO.
SOUTHERN UNION CO.
SOUTHLAND FINANCIAL CORP.
SOUTHLAND ROYALTY CO.
SOUTHWEST BANCSHARES, INC.
SOUTHWEST FOREST INDUSTRIES, INC.
SOUTHWEST GAS CORP.
SPERRY & HUTCHINSON CO. (THE)
SPRINGS MILLS, INC.
SPS TECHNOLOGIES, INC.
SQUARE D CO.
SQUIBB CORP.
ST. JOE MINERALS CORP.
ST. JOSEPH LIGHT & POWER CO.
ST. LOUIS SOUTHWESTERN RAILWAY CO.
ST. PAUL COMPANIES, INC.
ST. REGIS PAPER CO.
STANADYNE, INC.
STANDARD BRANDS INCORPORATED
STANDARD OIL CO. (OHIO)
STANDARD OIL CO. (INDIANA)
STANDARD OIL CO. OF CALIFORNIA
STATE STREET BOSTON CORP.
STAUFFER CHEMICAL COMPANY
STERLING DRUG INC.
STEWART-WARNER CORP.
STONE CONTAINER CORP.
STOP & SHOP COMPANIES INC.
STORER BROADCASTING CO.
SUN BANKS OF FLORIDA, INC.
SUN CHEMICAL CORP.
SUN COMPANY, INC.
SUNDSTRAND CORPORATION
SUPERIOR OIL CO. (THE)
SUPRON ENERGY CORP.
SYBRON CORP.
TAMPA ELECTRIC CO.
TECUMSEH PRODUCTS CO.
TELEDYNE, INC.
TELEPHONE UTILITIES, INC.
TELEPROMPTER CORP.
TENNESSEE VALLEY BANCORP, INC.
TEXACO INC.
TEXAS AMERICAN BANCSHARES INC.
TEXAS COMMERCE BANCSHARES, INC.
TEXAS EASTERN CORP.
TEXAS GAS TRANSMISSION CORP.
TEXAS INSTRUMENTS INCORPORATED
TEXAS INTERNATIONAL CO.
TEXAS UTILITIES COMPANY
TEXASGULF INC.
TEXTRON INC.
THIRD NATIONAL CORP.
THOMAS & BETTS CORP.
TIGER INTERNATIONAL, INC.
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TIME INC.
TIMES MIRROR COMPANY (THE)
TIMKEN COMPANY (THE)
TOLEDO EDISON COMPANY
TOSCO CORP.
TOTAL PETROLEM OF (NORTH AMERICA) LTD.
TRANE CO. (THE)
TRANS UNION CORP.
TRANSAMERICA CORP.
TRANSCO COMPANIES, INC.
TRANSWAY INTERNATIONAL CORP.
TRAVELERS CORP. (THE)
TRUST COMPANY OF GEORGIA
TRW INC.
TUCSON ELECTRIC POWER CO.
TWENTIETH CENTURY-FOX FILM CORP.
TYLER CORP.
U. S. BANCORP
U. S. FIDELITY & GUARANTY CO.
U. S. TOBACCO CO.
U. S. TRUST CO. OF NEW YORK
UAL INC.
UGI CORP.
UMC INDUSTRIES, INC.
UNARCO INDUSTRIES INC.
UNION CAMP CORP.
UNION CARBIDE CORP.
UNION COMMERCE CORPORATION
UNION ELECTRIC CO.
UNION NATIONAL BANK OF PITTSBURGH
UNION OIL CO. OF CALIFORNIA
UNION PACIFIC CORP.
UNION PLANTERS CORPORATION
UNION TRUST BANCORP.
UNIROYAL, INC.
UNITED BANK CORPORATION OF NEW YORK
UNITED BANKS OF COLORADO INC.
UNITED ENERGY RESOURCES INC.
UNITED ILLUMINATING CO.
UNITED JERSEY BANKS
UNITED REFINING CO.
UNITED STATES FILTER CORPORATION
UNITED STATES GYPSUM CO.
UNITED STATES STEEL CORP.
UNITED TELECOMMUNICATIONS, INC.
UNITED VIRGINIA BANKSHARES
UPJOHN CO.
US AIR, INC.
UTAH POWER & LIGHT CO.
V. F. CORP.
VALERO ENERGY CORP
VIRGINIA NATIONAL BANKSHARES, INC.
VORNADO, NC.
WACHOVIA CORPORATION
WALLACE-MURRAY CORP.
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WARNACO INC.
WARNER COMMUNICATIONS INC.
WARNER-LAMBERT COMPANY
WASHINGTON NATIONAL CORP.
WASHINGTON POST CO.
WASHINGTON WATER POWER CO.
WEAN UNITED INC.
WEIS MARKETS, INC.
WELLS FARGO & CO.
WEST PENN POWER CO.
WESTERN AIR LINES, INC.
WESTERN BANCORPORATION
WESTERN CO. OF NORTH AMERICA
WESTERN FINANCIAL CORP.
WESTERN UNION CORPORATION
WESTINGHOUSE ELECTRIC CORP.
WESTMORELAND COAL CO.
WEYERHAEUSER CO.
WHEELABRATOR-FRYE INC.
WHEELING-PITTSBURGH STEEL CORPORATION
WHIRLPOOL CORPORATION
WHITE CONSOLIDATED INDUSTRIES, INC.
WICKES CORP. (THE)
WICOR, INC.
WILLAMETTE INDUSTRIES, INC.
WILLIAMS COMPANIES (THE)
WISCONSIN ELECTRIC POWER CO.
WISCONSIN POWER & LIGHT CO.
WISCONSIN PUBLIC SERVICE CORP.
WISCONSIN TELEPHONE COMPANY
WITCO CHEMICAL CORPORATION
WOMETCO ENTERPRISES, INC.
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APPENDIX G
COMPANIES INCLUDED IN CHAPTER IV

ALLIED CHEMICAL CORPORATION
ALPHA PORTLAND INDUSTRIES
ALUMINIUM COMPANY OF AMERICA
AMAX IN C .
AMERICAN AIRLINES, INC.
AMERICAN BRANDS, INC.
AMERICAN NATIONAL INSURANCE COMPANY
AMERICAN TELEPHONE AND TELEGRAPH COMPANY
ARMSTRONG WORLD INDUSTRIES, INC.
BANKAMERICA CORPORATION
BETHLEHEM STEEL CORPORATION
BOISE CASCADE CORPORATION
BURLINGTON NORTHERN INC.
CATERPILLAR TRACTOR CO.
CBS INC.
CELANESE CORPORATION
THE CHESAPEAKE CORPORATION OF VIRGINIA
CITIES SERVICE COMPANY
THE COCA-COLA COMPANY
CONOCO INC.
CONTINENTAL TELEPHONE CORPORATION
COOPER INDUSTRIES, INC.
CROCKER NATIONAL CORPORATION
DAN RIVER INC.
DEERE & COMPANY
DETROITBANK CORPORATION
DI GIORGIO CORPORATION
DIAMOND INTERNATIONAL CORPORATION
DILLINGHAM CORPORATION
DOW JONES & COMPANY, INC.
EARLE M. JORGENSEN COMPANY
EASCO CORPORATION
EASTMAN KODAK COMPANY
ETHYL CORPORATION
EXXON CORPORATION
FIRST CHICAGO CORPORATION
GAF CORPORATION
GANNETT CO . , IN C .
GENERAL ELECTRIC COMPANY
GENERAL FOODS CORPORATION
GENERAL MOTORS CORPORATION
GENERAL PUBLIC UTILITIES CORPORATION
GENERAL RE CORPORATION
GENERAL SIGNAL CORPORATION
GETTY OIL COMPANY
THE GOODYEAR TIRE & RUBBER COMPANY
THE GREAT ATLANTIC & PACIFIC TEA COMPANY, INC.
GULF OIL CORPORATION
HONEYWELL IN C .
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IDAHO POWER COMPANY
ILLINOIS TOOL WORKS, INC.
INA CORPORATION
INLAND STEEL COMPANY
INTERNATIONAL BUSINESS MACHINES CORPORATION
JOHNSON & JOHNSON
JONATHAN LOGAN, INC.
KELLOGG COMPANY
KINGS DEPARTMENT STORES, INC.
THE LAMSON & SESSIONS CO .
MANUFACTURERS HANOVER CORPORATION
MC DONNELL DOUGLAS CORPORATION
MC GRAW-HILL, INC.
MERRILL LYNCH & CO . , INC .
MOHASCO CORPORATION
MONSANTO COMPANY
NATIONAL TEA CO.
NEW ENGLAND ELECTRIC SYSTEM
THE NORTH AMERICAN COAL CORPORATION
NORTHERN INDIANA PUBLIC SERVICE COMPANY
NORTHROP CORPORATION
PAN AMERICAN WORLD AIRWAYS, INC.
PFIZER INC.
THE PITTSTON COMPANY
H. K. PORTER COMPANY, INC.
PPG INDUSTRIES, INC.
QUAKER STATE OIL REFINING CORPORATION
RAYBESTOS-MANHATTAN, INC.
REPUBLIC STEEL CORPORATION
R . J . REYNOLDS INDUSTRIES, INC.
ROCHESTER GAS AND ELECTRIC CORPORATION
ROHM AND HAAS
SCOTT PAPER COMPANY
SEARS, ROEBUCK AND CO.
SIERRA PACIFIC POWER COMPANY
A . O. SMITH CORPORATION
SOUTHERN PACIFIC COMPANY
SPRINGS MILLS, INC.
THE STANLEY WORKS
THE SUPERIOR OIL COMPANY
SYBRON CORPORATION
TRW IN C .
UNION CARBIDE CORPORATION
UNITED STATES FIDELITY AND GUARANTY COMPANY
UNITED STATES STEEL CORPORATION
UNITED STATES TOBACCO
USLIFE CORPORATION
VULCAN MATERIALS COMPANY
WASHINGTON NATIONAL CORPORATION
WELLS FARGO & COMPANY
WESTINGHOUSE ELECTRIC CORPORATION
WEYERHAEUSER COMPANY
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